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SYNOPSIS
The aim of this thesis is to examine the operating statistics 
in the hotel industry in England and Wales, by means of a postal 
questionnaire, and to discover to what extent such statistics 
are used by managers. .Any relationship between the use of such 
statistics and the profitability of those hotels taking part in 
the survey will also be examined.
Chapter I; Introduction
This chapter consists of a general review of existing literature 
on hotel statistics. It also contains a survey of the income 
and revenue analysis accounting figures used by managers. The 
last section of the chapter is concerned with design of a 
questionnaire.
Chapter II; Methodology
This chapter is devoted to methodology. It opens with the 
structure of the sample of those hotels participating in the 
survey. It then deals with the results of the pilot sample and 
necessary alterations and additions to the questionnaire and 
discusses the limitations of the total sample eventually used.
Chapter III: Analysis of Hotel Revenue
This analyses the turnover figures of hotels and looks at them in 
relation to number of rooms available, price of bedrooms and 
location.
Chapter IV: Operating Costs
This shows the total operating costs of- hotels, analysed to show 
the differences in hotels of varying sizes, price level and 
location. An explanation is given of "total operating costs"
, *T"*' r  •:
Chapter V; Labour Statistics
This chapter, which is devoted to labour statistics, looks at the 
average full and part-time wage. The relation between labour 
costs and turnover is discussed. The income generated by every 
£1 spent on labour is shown.
Chapter VI: Profit Margins
This chapter looks at profit margins. Gross and net profits are 
shown in relation to hotel size, price and location. Also given 
are the figures for the net profit per bedroom.
Chapter VII; Occupancy
Chapter seven examines aspects of occupancy of the hotels and 
particularly any effect it appears to have on the profit margins.
Chapter VIII: Restaurant Statistics
Here we analyse restaurant statistics to show the average amount 
spent per guest night and the relationship to the overall profit 
margins.
Chapter IX: Information for Management
This is a summary of aspects of management information; it shows 
the average time span covered by the ratios before they are reviewed.
Chapter X: Conclusions
Here we summarize the results of the survey and draw conclusions. 
Appendix 1:
Included here are the questionnaire and some sample answers used 
in obtaining the statistics.
Appendix 2:
This shows the computer programme used for analysis purposes and 
the computer printout of some of the results. The aim of 
producing these figures is to enable members of the hotel industry 
to judge their performance against the performance of others of a 
comparable nature and to be aware of the areas of their establish­
ments that could be improved so far as profitability is concerned. 
In making this information available it will also be possible for 
managers to prepare more meaningful budgets and targets.
Appendix 3;
This shows the calculation of fixed costs.
Appendix 4:
This shows further analysis of turnover per bedroom.
Appendix 5:
A further analysis of the sales mix showing the highs and lows 
of each sales mix group.
\
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Chapter I
INTRODUCTION
Review of literature
There are relatively few sources from which hotel managers can 
obtain hotel operating statistics. The sources that are available 
fall into three categories:
a) Publications by management consultants, showing annual 
operating statistics of selected hotels.
b) The standard/uniform systems of accounts prepared for 
the hotel industry by the National Economic Development 
Council in England; and by the Hotel Association of 
New York City Incorporated in America.
c) Hotel accounting literature.
Publications by management consultants
In the first category there is "Worldwide Operating Statistics"*
published by Horwath and Horwath Limited. The statistics were
compiled from information received from 272 hotels throughout the
world, the majority of which have over 200 bedrooms and are in the
de luxe class. Although of interest to large international hotel
operators, these statistics are not of great use for the English and
Welsh hotelier. Horwath and Horwath also produce a publication entitled
2"United Kingdom Lodging Industry" . These statistics were obtained 
from 45 hotels all of first class or de luxe standard rather than a 
representative sample of the UK hotel industry. The report does 
not analyse the areas from which the hotels were taken, nor does it 
describe the size of hotels being used. Since this - 1979 - is the
1 Horwath and Horwath UK Ltd, Worldwide Operating Statistics, 1979*
2 Horwath and Horwath. United Kingdom Lodging Industry, 1979.
Hartfield Press.
first time that Horwath and Horwath have reported on the UK 
Lodging Industry there may be greater detail in future publications. 
Neither of these two publications covers the lower priced, smaller 
English and Welsh hotels, and the majority of English and Welsh 
hotels are 25 bedrooms and under, producing an average revenue of 
£7,000 per annum per room. The international hotels have an average 
revenue per room of £20,000 per annum.
Bearing in mind the differences of the two samples so far as 
geographical, size and price levels are concerned, it is nevertheless 
interesting to look at the operating statistics used by Horwath and 
Horwath in their consultant capacity. First we look at the reyenue 
based statistics used by Horwath and Horwath, and relate them to those 
used in the research project.
Horwath and Horwath ratios
a) Income before fixed charges.
b) Sales per available room.
c) Sales mix per available room.
d) Composition of sales.
e) Room occupancy.
f) Sales per seat available.
This is revenue from the 
re staurant.
g) Food and Beverage statistics, 
average check.
Cost based statistics are derived from the classification headings of 
the American Uniform System of Accounts for Hotels.
Project sample ratios
Not used as project has fuller
information on charges.
Also used.
Also used.
Also used under the heading of 
Sales Mix.
Also used.
Also used.
Also used.
a) Administration and General Similar groupings were utilised and
b) Marketing modified to match the information
c) Energy Costs obtainable from the sample approached
d) Property operation and in the research project,
maintenance.
Each of the above four classifications is expressed as a percentage of 
both total sales and room sales. Such percentages are then used for 
general control purposes.
As already stated it was found impossible to base the questionnaire on the 
Horwath and Horwath approach, also it was found that the majority of the 
hotels in the sample were not familiar with the British Standard System of 
accounting.
The hotel industry is often said to be labour intensive and it is not 
therefore surprising that a great deal of emphasis is placed by the Horwath 
and Horwath report on employment and labour statistics, the principal 
statistics used are described below:
Horwath and Horwath ratios Project sample ratios
Ratio of costs to sales Also used
Cost per room Also used
Cost per employee Not used since the total information
required for this figure was not kept 
by many hotels.
' Of all the statistics used by Horwath and Horwath, the greater amount of 
detail relates to room sales and other revenue details which reflects the 
market oriented approach to hotel accounting, "Market orientation implies 
a high degree of dependence on market demand, a situation where almost all 
major problems arise on the revenue (as opposed to cost or production) 
side of the business"*.
1 Kotas R, Management Accounting for Hotels and Restaurants, 
p.24, Surrey University Press 1977*
Consultants Pannell Kerr Forster and Company have produced four 
separate publications on hotel operating statistics in recent years:
a) International Hotel Trends
b) Euro trends Review Outlook in the Hotel and Tourism Industries
c) UK Trends Review based on 1979 Results of Operations
d) Trends in London Hotels 1979
The International Hotel Trends utilises 400 hotels of which 128 are in 
Europe and of these 54 are in the United Kingdom. The publication does 
not state how many of these 54 relate to England and Wales, or how many 
to Scotland and Northern Ireland. Once again those hotels used are the 
larger, more expensive ones, with the average number of bedrooms being 
302 overall and 299 for the UK hotels; with an average room rate of
£26.85. For these reasons there will not be too much similarity between 
the Pannell Kerr Forster report and the figures resulting from the present 
study.
As with the report of Horwath and Horwath, the headings used by Pannell 
Kerr Forster had an influence on those chosen for the project research 
figures. The comparison is as follows:
Pannell Kerr Forster ratios Project sample ratios
a) Percentage occupancy Also used
b) Average daily rate per bedroom Also used
c) Average daily rate per guest Insufficient information from
respondents, therefore not used.
d) Percentage of double occupancy Not used as the majority of managers
do not keep this information.
e) Revenues - departmental analysis Appears under the heading of sales
mix.
f) Expenses - departmental expenses The hotels used in the project were
limited in their records, and expenses 
were therefore analysed on a different 
basis.
g) Undistributed operating expenses As answer (f) above.
1 Pannell Kerr Forster and Company
Standard/Uniform systems of accounting;
The second category consists of standard/uniform accounting systems 
produced for the Hotel Industry in the United Kingdom and in America.
The British ’’Standard System of Hotel Accounting”* was produced by 
Turquand Youngs & Co, accountants, in conjunction with the University 
of Strathclyde; assisted by the University of Surrey, Trust House 
Hotels Ltd., and other catering and brewery companies for the National 
Economic Development Office and published in 1969* It has not enjoyed 
much acceptance since its publication, as the smaller hotels do not have
i
the necessary resources to enable them to fully implement the system.
The main operating ratios which are capable of being derived from the 
British Standard System flow from the classification of income and 
expenditure which is given below.
Standard System ratios 
Title of a group of accounts 
utilised
Rooms
Food
Liquor and tobacco 
Other income
Expenses: Administration
Sales advertising & promotion 
Heat, light and power 
General expenditure 
Repairs & maintenance 
Plant & machinery 
Property
Non-operating income & expenditure
Taxation
Appropriations
Project sample ratios 
Headings in the research 
project
Revenue has been split in this way 
and does not follow the American 
system which has food and beverage 
under one heading.
Four of the expense categories 
are used as in the system, others 
are combined.
These appropriations were not 
sought in the project.
1 National Economic Development Council, A Standard System of Hotel 
Accounting, HMSO, 1969•
Control levels.
The Standard System recommends six control levels to be used for 
the periodic control of hotel operations, these are shown below.
Standard System Controls
a) Departmental sales - departmental 
costs = GROSS PROFIT
Project Sample Controls 
Same control used
b) Gross profit - wages = NET MARGIN Although this figure has not been
calculated it has been referred to.
c) Net margin - allocated expenses
= Operating profit
d) Operating profit + other income
= hotel operating income
e) Hotel operating income - service
departments and general expenses 
= hotel operating profit
f) Hotel operating profit - repairs,
plant and property expenses = 
hotel net operating profit
As in comment (b) above.
This level of control has not been 
used since hoteliers do not appear to 
be using it, nor attaching any 
importance to the concept.
As in comment (d) above. ■-
This figure is used under the title of 
NET PROFIT
The six levels of control are too many from the point of view of the 
requirements of the average hotel manager. Also the ’’profits” in the 
standard system do not correspond with the American concepts of profit 
(now being referred to as ’’income”). As the sample in the research project 
includes many small hotels, and it was unlikely that more than just a few 
would be using these control levels, the questionnaire was not based on 
the British Standard System for control levels.
Given below are the specific operating ratios recommended by the British 
Standard System:-
Operating Ratios
a) Rate of room occupancy
b) Rate of bed occupancy
c) Average daily rate
d) Food - rate of seat occupancy
e) Average rate per customer
These are used in the project and were 
available from most managers.
Utilised as being a useful daily 
statistic.
The project was unable to achieve 
sufficient details of the guest number
Appears in the project as average 
spending power.
The Standard System of Hotel Accounting1 stresses the importance of 
operating ratios as a measure of control and of evaluating performance. 
"A standard system of hotel accounting, by providing a common basis for 
the comparison of operational results ... can assist managers to improve 
their performance and the profits of the hotels they manage.P
2
A uniform system of accounts was produced by the American Hotel 
Association in 1926 and has last been -revised in 1976^ American Hotel 
companies influence the British hotel industry and also have some of 
their hotels in England. Certain aspects of the American system were 
incorporated in the questionnaire as explained later in this section.
Uniform System Categories
a) Operated departments:
i. Rooms
ii. Food and beverage
iii. Casino
iv. Telephone 
v. Garage - parking 
vi. Golf course 
vii. Golf pro shop 
viii. Guest laundry
ix. Swimming pools - cabanas - 
baths 
x. Tennis 
xi. Other operated departments 
xii. Rentals and other income
b) Undistributed operating expenses:
i. Administrative and general 
expenses
ii. Marketing
iii. Guest entertainment
iv. Property operation,
maintenance and energy costs.
These two headings give TOTAL 
INCOME before FIXED CHARGES
c) i. Rent, property taxes and Utilised with property taxes becoming
insurance. rates.
ii. Interest Also used.
iii. Depreciation & amortization Also used.
d) i. Gain or loss on sale of This was not sought since the hotels
property. were individual and not groups.
ii. Income taxes Appears under sundries.
iii. NET INCOME Utilised.
1 Standard System of Hotel Accounting
2 International Association of Hospitality Accountants. A uniform system 
of accounts for hotels. Hotel Association of New York City 196l; 1977.
Pro.ject Sample Categories
These are revenue producing areas
Also used 
Also used
"iii" - "xii" are all included 
under the heading "other income" 
since these items are less apparent 
in the English and Welsh hotels 
due to the size and style of the 
organisations•
Utilised and analysed further
"ii" and "iii" are covered under 
different headings.
Also used.
Nevertheless some guidance is given on the kind of statistical 
information that should be included in management reports as follows
a) Rooms Department:
i. Number of rooms in hotel 
ii. Percentage of occupancy
iii. Percentage of double occupancy
iv. Average daily rate per occupied room
v. Average house rate
b) Food and Beverage Department:
i. Total food covers
ii. Average food check
iii. Combined food and beverage check
iv. Number of units (seats)
v. Revenue per unit
c) Casino Department:
i. Win to drop (Purchase of chips or value 
of coins in slot machine drop boxes)
ii. Win to write (Keno tickets)
d) Laundry Cost per 100 Pounds:
e) Energy costs expressed in units of consumption
_cu. ft. or
"kwh
]KW
_gal. type 
_tons 
JLbs 
100 cu, ft.
lbs
Water
Electricity 
Electrical demand 
Oil 
Coal
Purchased steam 
Natural gas 
L.Po gas
Heating degree days 
Cooling degree days
f) Salaries and Wages:
i. Percentage to sales
ii. Percentage of employee benefits to total 
salaries and wages
iii. Percentages to sales - rooms department
iv. Percentage to sales - food and beverage 
department
gal.
i, ii and iv 
are all utilised 
in the project.
i, ii, iv and v 
are all utilised 
in the project.
Not applicable to 
English and Welsh 
hotels on the whole.
Information not 
available or parti­
cularly appropriate 
in this detail.
The project has a 
chapter of salaries 
under appropriate 
headings.
The Uniform System is designed for the larger hotels; it classifies 
an hotel as one with more than 40 bedrooms and therefore suggests details
which are not always readily available for the smaller hotel.
Hotel Accounting Literature
The third category from which information on operating statistics 
is available to the hotelier is books on hotel accounting.
Perhaps the most authoritative publication on hotel accounting 
practice in textbook form is "Hotel Accounting" by Horwath and Toth, 
revised by J Lesure*. The main statistics discussed in the text
are:-
i. Number of rooms
ii. Average room rates
iii. Room occupancy
iv. Restaurant ratios
v. Repairs, maintenance and 
replacements
vi. Trends of sales
i - v headings are all 
utilised in the project, 
number vi was not included 
since the questionnaire 
covered on the one account­
ing period.
The operating costs of hotels are looked at in three different ways in 
the text:-
i. ratio to room sales
ii. ratio to total sales
iii. costs per available room
ii is utilised in the project 
for all the analysed costs; 
where i and iii are used to a 
lesser extent.
The text states that the operating expenses of hotels are governed by:-
i. the size of hotel These three factors are used
ii. the class of hotel as a basis of analysis in the
iii. the proportion of rooms occupied project.
The general approach for American hotel accountants is to calculate ratios 
in relation to room sales because, it is claimed, most expenses respond to 
changes in room occupancy, there are however some exceptions, most 
ratios relating to food and beverage operations are normally based on 
food and beverage sales.
2
Management Accounting for Hotels and Restaurants by Richard Kotas discusses 
operating ratios and the uses to which they can be put. The ratios 
discussed are those most commonly used and are already discussed in
1 Horwath E and Toth L, 4th edition revised by Lesure J, 
Ronald Press Publication 1977*
 ^ Kotas R, Management Accounting for Hotels and Restaurants, 
Surrey University Press 1977.
previous comparisons of those used publicly and by the research 
project. They are:-
Room occupancy 
Bed occupancy 
Restaurant ratios 
Average room rate 
Average guest rate 
Average spending power 
Sales mix 
Gross profit 
Net margin 
Departmental profit 
Apart from these the hotel manager can find details and the uses made 
of accounting ratios in various accounting textbooks but these are of a 
general nature and are more fundamental than applied to the hotel 
industry.
Design of the questionnaire1
Some method had to be found of obtaining the statistical information 
necessary for the project and it was felt that a questionnaire was the 
most appropriate method. This would permit a large variety of hotels to 
be approached and could result in an appropriate sample being used.
Part 1 of the questionnaire requests the establishment details, showing 
the location, size and price level and whether the hotel is run by a 
manager, or by the owner.
Parts 2 and 3 show the revenue and expenditure details of each partici­
pating hotel.
1 The questionnaire is reproduced in Appendix 1.
Part 2 follows the British, rather than the American practice, as
Food and Beverage are treated separately. It appeared that this was
the way most hotels recorded their information. However, most of 
the hotels approached used neither the American Uniform nor the 
British Standard Systems, with the result that it was not felt necessary 
to base the questionnaire on either system, even though they influenced 
the questions being asked, and the results being sought. In the 
circumstances it seemed the best method was to discuss the classification 
of Revenue and Expenditure at the commencement of the project, with 
hotel managers in order to arrive at some sort of concensus. In the end 
it was essential to extract a list of expenditure headings which would 
be meaningful to the respondents and facilitate the completion of the 
questionnaires. For some purposes in this research project the total of 
operating costs was more important than its analysis, and for this reason 
Part 3 contains a total figure.
Part 4 covers labour statistics and is concerned with aspects of labour
intensity. The results of the section are used in Chapter V.
Part 5 of the questionnaire deals with gross profit margins, the 
inclusion of which was absolutely necessary, as traditionally the gross 
profit is one of the most important indicators of hotel profitability.
No information was requested on the net margin, as a large number of units 
were not expected to maintain a departmental analysis of labour costs. 
Gross profits are only meaningful when related to hotel occupancy and 
therefore Part 6 requested details of occupancy. All the major statistics 
were requested under this heading but some of the smaller units found it 
difficult to supply all the figures.
Part 7 deals with restaurant statistics. From the study of the relevant
literature it appeared that the most important information to seek 
was (a) restaurant occupancy, and (b) average spending power. This 
proved very useful and resulted in some interesting information.
(See Chapter VIII)
Finally, information was requested on the use made of operating 
statistics and this again produced some useful information which is 
discussed in Chapter IX.
After producing the first draft of the questionnaire it was decided 
to test it by posting it to 100 hotel managers. Of these 23 completed 
the questionnaire and contributed useful comments on both its structure 
and content. The answers and comments received from this trial run were 
utilised to draw up the final questionnaire, where questions were arranged 
and presented in such a way as to encourage a good response. At this 
point a further 800 were sent out, of which 82 were completed and returned, 
and since the questions related to a confidential and sensitive area, the 
number of completed questionnaires was very pleasing. A further 23 were 
part completed, and 74 replied that they were unable to complete the 
forms. The reasons given for this varied from "company policy" to "lack 
of time". A number of the hotels (32) who completed the questionnaire 
were sufficiently interested to request a copy of the completed research 
project once it was complete. The numbers utilised in the "averages" 
varies and a note accompanies each set of figures as to the number used.
The information received in the questionnaires was useful but some points 
required further explanation, and in the circumstances it was felt that 
personal interviews with managers were necessary to clairify these points. 
Altogether fifteen managers were interviewed and the results proved most 
useful.
Chapter II
METHODOLOGY
For the purpose of the project it was necessary to define the 
geographical area to be covered, and provide a definition of an 
hotel. It was anticipated that interviews would have to be held 
with hotel managers and accountants, and that the distance to 
Ireland and Scotland would have made an adequate number of interviews, 
in these areas, difficult. Therefore it was decided that operating 
statistics would be analysed from hotels in England and Wales and 
that Scotland and Northern Ireland were not to be included. By 
hotel, is meant *an establishment held out by the proprietor as 
offering food, drink and, if so required, sleeping accommodation, 
without special contract, to any traveller presenting himself who 
appears able and willing to pay a reasonable sum for the services and 
facilities provided and who is in a fit state to be received*, as 
defined in the Hotel Proprietors Act 1956, Since the Act gave no 
restrictions as to size and price level none were used in the research 
project. However no replies were received from hotels with less than 
10 bedrooms. The base year used is the accounting year ending in 1978,
In order to acquire the ,necessary financial information to look at 
operating statistics in the hotel industry in England and Wales, hotel 
managers were approached through a postal questionnaire, This method 
was decided upon since it was not possible to travel sufficiently 
extensively to cover all of England and Wales, Nevertheless the 
questionnaire was drawn up in close co-operation with hotel managers 
and accountants and several discussions were held prior to the 
formulation of the questionnaire. The target for completed questionnaire
was set at 100. This figure represents 0 * 4 of the hotels in
England and Wales, and is 1% of those with 10 bedrooms and over.
It was also felt that for the results to have any meaning care
must be taken to ensure that this sample one hundred was adequately
representative of the total of hotels in England and Wales. It is
generally considered that there are three factors which have a great
influence on the operation of an hotel, and hence on its profitability,
these are: location, the size of the hotel and its price level. These
are therefore the generally accepted criteria for the majority of
analyses of hotel operations and are being used by the National
Economic Development Council in the publication Hotel and Catering
2
Prospects to 1985 Pannell Kerr Forster and Company in International
Hotel Trends 1979 , Horwath and Horwath in Worldwide Statistics of the
Hotel Industry^; and by A Rogers'* in her recent research project. By 
phasing the questionnaire it was attempted to have hotels in the same 
proportion to those in the divisions used by the above. This was 
achieved for location and size but not quite for price, since with only 
100 hotels, or 01.4% of the relevant hotel population it is difficult 
to satisfy all three criteria. Nevertheless it is felt that the sample 
gives a fair indication of the operating statistics of the hotel industry 
in England and Wales.
Location
The locational analysis used by Hotel and Catering Prospects is five 
locations - London; large towns; small towns; countryside and seaside.
In order to secure a stronger representation in each category these groups
1 See Table 6, p.22
2 Hotel Prospects to 1985, op cit,
3 Pannell Kerr Forster, op cit.
4 Horwath and Horwath, op cit. -
5 Rogers A: Pricing in the Hotel Industry, University of Surrey.
MPhil thesis 1975*
were reduced to three for the purpose of the research project.
London and large towns were put under the heading of "City and Urban” 
hotels. Small towns and countryside were classified as "Rural”. The 
response from this section was good and many managers included 
additional information to that requested. Large towns are those with 
populations of over 100,000 inhabitants, and small towns with populations 
of less than that number. The "Seaside” group is lower than the 
percentage of seaside hotels as a whole, however those answering 
represented a good variety of hotels in terms of size and price level.
The purpose of dividing the hotels on a locational basis was to compare 
the results of hotels with differing advantages, and different’ types of 
custom. It would seem that city and urban hotels derived generally 
greater advantages from national and ceremonial events than hotels with 
less cosmopolitan customers, whereas on the face of it rural hotels tend 
to be smaller than city and urban hotels, and in terms of age tend to be 
older than city and urban hotels. There is a higher proportion of owner/ 
managed units in the rural location. Also many of the rural hotels seem 
to have a relatively strong food and beverage operation; for all these 
reasons it seemed appropriate to place them in a category separate from 
city and urban hotels. Seaside hotels would seem to have a high 
proportion of their trade in holidaymakers and for that reason suffer 
from a high degree of seasonality. Seasonality is of great importance 
in operating costs, and for this reason seaside hotels should be treated 
as a separate category.
The distribution of the sample by location is shown alongside the 
distribution utilised in Hotel Prospects to 1985, the differences that 
occur are in part due to the fact that Hotel Prospects to 1985 covers 
the whole of the United Kingdom.
The percentage difference in seaside hotels is also due mainly to the 
questionnaire being sent out in November 1978 and the winter months 
following. At this time many of the seasonal seaside hotels were already 
closed for the winter, November was chosen in order for the hotel 
managers to have time to complete a questionnaire, and also to permit 
time for the 1978 year ending accounts to be completed,
TABLE 1 : Sample location analysis compared
Hotel Prospects to 19^5 locations
Location Research Pro.iect Hotel Prospects
Seaside m 21%
Rural 2% 315S
City and Urban 43# 32%
100$ 100%,
Size
Size was used as the second analysis criterion since the size of the unit
2plays a large part in the structure of the management of the unit , and 
although management is not itself a source of income, the success of 
management in the hotel industry can be measured in terms of income.
It would appear that the number of bedrooms of an hotel does much to 
influence the type of management structure. Those with fewer than 50 
bedrooms were less likely to have departmental managers than the larger 
hotels, and those over 150 bedrooms had assistant departmental managers 
and departmental managers who, in turn, reported to the assistant hotel 
manager and the manager. It was felt that the hotels should therefore be 
considered on a size basis in relation to their financial performance,
A comparison of the size structure of the sample with the size structure of 
the total UK hotel population is given.
1 Hotel Prospects to 1985. Hotel and Catering EDC 1976.
2 Woodward J, Technology and Organisation, Oxford University Press 1970.
TABLE 2: Sample size analysis compared with
Hotel Prospects to 198.5^
Size of unit 
number of bedrooms
Research
project
Hotel Prospects 
to 1985
10-49 51% 50%
50-99 24% 2 2%
100-150 17% )
) 27%
151 and over m  )
100% 100%
In Hotel Prospects to 1985 all hotels with 100 bedrooms and over are 
regarded as one category. For the research project this figure was 
further divided at 150 bedrooms to see if the larger hotel produced any 
special characteristics.
Table 3 shows an analysis of the sample by size and location and it is 
interesting to note whilst the smaller hotels, 10-499 are well distributed 
La the three locations most of the large hotels are situated in the larger 
towns, and these are in fact, by and large, the relatively new hotels 
built during the last two decades.
TABLE 3 1 Summary of sample by size and location
Location Total Number of bedrooms
10-49 50-99 100-150 151 & over
Seaside 19 11 5 3 -
Rural 41 31 7 3 -
City and Urban 45 12 13 12 8
TOTALS 105 54 25 18 8
1 Hotel Prospects to 1985 op. cit. page 16
Price level
The hotel industry has the characteristic of high fixed costs,
due to the fact that the sale of space is the stronge st element
of the hotels sales mix. Hotel premises will involve costs, in
the initial purchase, or through rent; in the upkeep by repairs
and decoration; and in staffing, irrespective of the volume of
customers using the premises. It has been estimated that more -than
half of the costs of an hotel are fixed'*'. In order to cover these
costs hotels must aim at the best occupancy. These two factors -
high fixed costs and occupancy - combined with sales instability
makes the net profit of each hotel very sensitive to the price
level. "The combined effect of a high percentage of fixed costs,
fluctuations in the sales volume and space capacity is to produce
a condition of profit instability which is quite uncommon in many
2other industries." For this reason a study of the sample by price
level seems particularly appropriate.
The price level was based on the single room rate without breakfast. 
The sample was analysed along the lines used by the National 
Economic Development Council in Hotel Prospects to 1985. The 
British Tourist Board also analyses hotels by tariff but as they use 
only high and low tariffs their analysis has not been used.
1 Medlik S, Profile of the Hotel and Catering Industry,
2nd edition, D Airey, Heinemann Ltd, p.124, 1979.
2 Kotas R, Management Accounting for Hotels and Restaurants,
Surrey University Press, 1977* P*4.
TABLE 4: Sample price level analysis compared with
Hotel Prospects to 1985
Price level
Research
Project
Hotel Prospects 
to 19851
£0—£8 18% 35%
£9-£l5 53% 51%
£l6-£20 m 13%
£21 and over 11% 1%
100% 100%
The difference in the percentage of low price level hotels in the 
research project is due to the fact that the lower priced hotels do 
not keep their records in such a way as to be able to answer the 
questionnaire. Also the November date for sending out the question­
naire meant that those cheaper hotels which are seasonal* were already 
closed for the winter. The 1%, of hotels which fall in the category 
of £21 and over the single room rate would have produced only one hotel* 
in that bracket* from a sample of one hundred hotels. It was* 
therefore* decided to seek a higher percentage in order to produce 
a more representative set of operating statistics in this price level 
section.
As in Table 5 it may be seen that the most expensive hotels fall 
into the City and Urban category* most certainly the impression is 
that there are relatively few of the expensive hotels in seaside 
resorts.
1 Adjusted for inflation from 1975 report using 1974 pricing.
Price index 1974 100.base 
Price index 1978 199*8
as quoted in Social Trends 1980, Central Statistics Office*
HMSO 1981.
TABLE 5: Summary of sample by single room rate
Total £0-8 £9-15 £16-20
£21 & 
over
Seaside 19 6 6 5 2
Rural 41 11 24 5 1
City and Urban 45 2 26 9 ' 8
105 19 56 19 11
The questionnaire
Once the questionnaire was drawn up and the first draft was circulated 
to a sample of 100 hotels as a trial run, in order to validate its 
style and clarity, and to be sure that it would produce the figures 
required. The replies from this sample provided some useful comments 
both on the content and design of the questionnaire. Alterations 
were made to remove any ambiguity in the questions asked. The 
questions were grouped in a more logical manner and by incorporating 
dotted lines between the questions and answers the figures were easier 
to put alongside the questions. The questionnaire was then produced 
in its final form1.
From the initial answers received in the final run it was obvious that 
the subsequent batches would have to be selectively sent out in order 
to obtain answers from a meaningful representative sample. The final 
questionnaire was sent out in batches of 200 at a time to a further 
eight hundred hotels in order to produce the one hundred completed 
questionnaires required. As the completed questionnaires were being 
returned, it was possible to see which group of hotels were producing 
completed questionnaires, and which groups to be analysed in the
1 See Appendix I
research project were short of completed questionnaires. The next 
200 questionnaires were .sent mainly to those groups from which 
completed questionnaires were still required. Mailing lists were 
prepared from Tourist Boards1 guides, newspaper advertising, hotel 
guides and also hotels passed in villages and towns whilst touring 
through England and Wales. The nine hundred questionnaires mailed 
produced one hundred and five fully completed questionnaires.
Although the sample of 105 hotels represents only 1.0$ of the 
relevant 10,400 hotels in England and Wales, because of the high 
degree of co-operation, between the hotels and the researcher, and by 
utilising the sample sub-divisions of location, size and price level, 
meaningful results should have been obtained. The sample represents 
6,790 bedrooms and the hotels included in the sample had a turnover 
in 1978 in excess of £49*000,000. The total^number of employees 
was 8,000 of whom 5*600 are full-time employees. This high ratio 
of employees to bedrooms was the result of the many hotels in the 
sample that had a restaurant bias. These hotels accounted for 1,918 
bedrooms and 3*824 employees, leaving 4*872 bedrooms and 4*176 employees 
for those hotels without a higher than average food sales mix percentage. 
For this calculation three part-time employees have been taken as one 
full-time equivalent.
TABLE 6 : Comparison of the sample with the total of
hotels in England and Wales
Project Sample Total for Hotels1 
in England & Wales
excluding1 
under 10 rooms
Total number 
of hotels
105 28,000 10,400
Total number 
of bedrooms
6,790 435,629 310,405
Average number 
of bedrooms
67 16 31
Total turnover 
for 1978
£49,621,320 £154,89m2 unobtainable
Turnover per 
bedroom
£7,308' £3,550 11
From the above table it may be seen that the percentage of the sample 
to the total number of hotels in England and Wales is consistent with 
the percentage to total turnover. The average hotel in the sample has 
more than twice the number of bedrooms. This has occurred as the sample 
was relatively small and it was felt essential to include at least two 
dozen of the units over 100 bedrooms in order to secure meaningful 
results in that category. This has also affected the average turnover 
per bedroom, which is twice the average of the British Tourist Board 
figure which includes all hotels, even those with less than 10 bedrooms.
The sample includes 27 hotels which are owner managed. The total of 
owner/managed hotels in England and Wales is 20$. The higher proportion 
of owner/managed units in the sample has helped to obtain the right 
response, as owner/managers generally possess more information than 
hoteliers who are managers only.
1 British Tourist Board op. cit.
2 Horwath and Horwath, Worldwide Lodging Industry, 1978 op. cit.
These 105 hotels formed the core of the analysed figures 
providing a representative sample of the hotels in England and 
Wales.
In addition to the 105 questionnaires, 23 other questionnaires 
were received which were partially completed and 74 hotels 
replied that they were unwilling to complete the questionnaire, 
the reasons given varied from insufficient time available, to 
company policy and various other reasons. Some managers were 
from chains who said company policy prohibited them from 
disclosing such information, though other managers from the same 
chains were able to complete the questionnaire.
Chapter III
ANALYSIS OF HOTEL REVENUE
Total Revenue
Sales revenue is of the utmost importance to the hotel industry, 
since it is the key to the financial success of each unit.
The task of management is "maximising profits and minimising losses"1,
and in order to be able to perform this task management must be aware
of the total revenue sources available, and their ability to cover
costs. The profits resulting reflect the increase in the value.of the
business, and the use made of the capital employed. Profits are "the
value of the company at the end of a year1s trading less the value at 
2
the start" . Such growth comes, for the main part, from the trading 
activities, and is the direct result of excess sales over the costs 
incurred in earning them. Where a manager continually fails to achieve 
such profits, thereby prohibiting the unit from expanding, his position 
as manager will be jeopardised; where he is an owner manager his personal 
wealth in the form of the capital of the unit would also be at risk.
It is therefore essential that close attention be given to the revenue 
requirements.
Sales in the hotel industry are dependent upon the demand, and as a result 
suffer from instability due to the varying levels of demand. These levels 
vary on a seasonal basis, "frequently the volume of business achieved 
during the season is three times that in the off-season" ; a weekly basis 
where some hotels have their highest occupancy at weekends, others have
1 Batty J Management Accountancy, MacDonald & Evans, 19^3•
2 Freear J Financing decisions in business. Accountancy Age Books, 1973
3 Kotas R Management Accounting for Hotels and Restaurants,
Surrey University Press, 1977.
theirs during the week; and even on a daily basis the hotel is 
busier at certain times of the day. Whilst the sales are performing 
in this unstable way, the costs of operating the unit are accumulating 
throughout the full time period. Since hotel operating costs are 60$ 
fixed costs^. The revenue produced in the season of each hotel unit 
must therefore be sufficient to cover the costs of the off-season 
where the revenue produced in that period is insufficient to do so, 
and for this reason hotels were asked the extent of their seasonality.
The following two graphs show the importance of sales to costs.
In the sample hotels, sales have to reach of their possible 
volume in order to cover fixed and variable costs. In the hotels 
used by Pannell Kerr Forster, a 55% volume is required, this is due 
to the fact that the hotels utilised by Pannell Kerr Forster were the 
more expensive section, and therefore they have a higher fixed costs 
element.
4 Medlik S Profile of the Hotel and Catering Industry, 1972.
Rogers A Pricing in the Hotel Industry, M.Phil. Surrey University, 1975
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Figure 1: The Average Sample Hotel
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Notes; 1. Average revenue per bedroom £7*308
2. Average total operating costs 80.2$ of sales
3. Fixed costs are 60$ of total costs, see Appendix III
4. Average occupancy 69.7$
5. Break even point 50$ occupancy
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Notes: 1. Average revenue per bedroom £13,284
2. Fixed costs 60% of total costs
3. Average occupancy 76.2%
4«Break even point 54% occupancy
Hotel Revenue - Further Analysis
The purpose of the analysis which follows is to examine the relationship
between total revenue and location of the unit, and between total
revenue and the size of the unit; and any relationship between total
revenue and the price level of the unit.
TABLE 7: Average total turnover per bedroom by location
of the hotel
Location Seaside £6,245
City and Urban £8,427
Rural £6,738
Average' £7,308
The lower average turnover for the seaside hotels can be attributed to 
their seasonality as well as the fact that they were in the main part 
not the larger more expensive hotels. The city and urban hotels attract 
less seasonality, and are earning their revenue all the year round. 
Although rural hotels are not as affected by the seasons as the seaside 
hotels they do suffer from this to some extent. This category also had 
many of the smaller, cheaper hotels included and a lower rate of 
occupancy.
TABLE 8: Average total turnover per bedroom by size of
the hotel
Number of bedrooms 10-49 £7,162
Occupancy % 
70
50-99 £6,028 . 72
100-151 £6,015 68
151 and over £8,187 65
Average £7,308 69
The variances of turnover per bedroom in the different size groups 
can in part be attributed to the occupancy variances, however the 
two do not move consistently together. The additional factors need 
to be examined, these are the fact that some of the smaller rural 
hotels have turnover produced from their restaurants which will 
improve their averages; whereas some of the larger hotels included 
are also the more expensive hotels. These figures are therefore 
influenced by occupancy, sales mix and the price level. It was 
decided to break these figures into smaller groups of 10 each in 
order to examine the trends further. Table 9 shows these factors in 
more detail with the hotels being analysed in eleven size and price 
groups•
TABLE 9: Average total turnover per bedroom further analysis by
size groups
No. of 
bedrooms Average turnover Price level Average turnover
10-15 £6,534 includes 3 
seasonal 
hotels
£0-£7.25 £4,442 includes 4
seasonal
hotels
15-19 £6,624 includes 3 
seasonal 
hotels
£7»50-£9.50 £8,182 includes 3 
with strong 
restaurant 
facilitie s
20-25 £9,869 includes 3 
with strong 
restaurant 
facilities
£9.95-£H.OO £6,942
26-30 £6,421 includes 1 
seasonal 
hotel
£11.10-£12.00 £8,176 includes 3 
with, strong 
restaurant 
facilities
31-40 £8,122 includes 3 
with strong 
restaurant 
facilities
£12.50-£13.00 £6,991 includes 1
seasonal
hotel
41-56 £7,045 £13.20-£13.65 £8,041 includes 2 
with strong 
restaurant 
facilities
57-75 £7,226 £14.00-£15.00 £6,874
76-99 £7,810 £15.00-^15.50 £6,709 includes 1
seasonal
hotel
100-114 £7,011 includes 1 
hotel of 
only £7 
single room 
rate
£16.00-£18.00 £9,209 includes 4 
with
restaurant
facilities
115-150 £7,187 £l8.50-£25.00 £7,008 includes 1
seasonal
hotel
150 & over £8,187 £25.00 & over £15,324
This table shows the effects of seasonality; restaurant bias; and 
single room rate on the average turnover of an hotel.
Excluding the factors of occupancy, seasonality and the bias of a
strong restaurant - it can be said that the larger and more expensive
the hotel, the greater the average turnover per bedroom. However
these factors do exist and must be taken into account by managers, as
their effects are very real as is shown in future chapters.
TABLE 10: Summary of average turnover per bedroom by
price level of the hotel
Single Room Rate Average
£0-£8 
£9-£15 
£l6-£20 
£21 and over 
Average £7308
£6154
£6852
£8968
£7746
The lower average produced by the highest price group reflects the 
lower occupancy and seasonality of the hotels included in the category.
A further analysis showing average turnover analysed by location to 
price level and by location to size appears in Appendix IV.
These analyses show that it is not necessarily the largest or most 
expensive hotels that attract the greatest revenue per bedroom. The 
public appear to be influenced by other factors. It is difficult to put 
such influences into monetary terms as they include true hospitality 
from the manager and staff, which go towards providing a comfortable 
atmosphere. A part of this atmosphere is created by decoration and 
furnishings which need to change with fashion or be sufficiently outside 
fashion not to be influenced by it. Customers are more likely to spend 
well over the bar and in the dining room where they feel welcome and are
comfortable. The figures collected do not make it possible to 
calculate the average customer spend since no distinction was made 
between resident and non-resident.
Sales Mix Analysis
The financial success of an hotel must, amongst other things, depend 
upon the sales volume it achieves. This will be influenced by the 
size of the hotel, the rate of occupancy, the price level and the 
location.
This revenue is earned from tourists and businessmen, both from home 
and overseas, whose spending is split between accommodation, food, 
beverage's and sundry items, such as newspapers, etc.
The sales volume figures from the sample hotels have now been analysed 
in following tables.
The city and urban hotel needs the revenue in order to be able to cover 
the expenses attributed to the location, eg high rent and rates; the 
low figure of average turnover produced by the seaside hotels'*' in part 
reflects their seasonal nature which not only reduced their accommodation 
sales in the winter, but also removes the passing chance trade.
The turnover figures are utilised by all managers as a yardstick against 
which their costs are compared. Costs to turnover do vary between the 
hotels as can be seen in the following chapters, and it is interesting 
to see the proportions in which different managers utilise their income.
1 Table 7, p.28
TABLE 11: Average sales mix
Of
Sample
the
105 Hotels
UK Lodging 
Industry 
1979
2
Worldwide
Hotel
StatisticsSales Percentage
Accommodation 19,352,315 39$ 54-% 43$
Food 18,359,888 37$ 25% 30$
Beverages 9,924,264 20$ 12$> 15$
Sundries 1,984,853 4$ 9% 12$
49,621,320 100$ 100% 100$
The heading "Sales” covers all the revenue producing activities of an
hotel. The term "Beverages" covers the same items as in Horwath and
o
Horwath "Worldwide Statistics" •
Sales of hot drinks such as tea, coffee and chocolate are included 
under food. The reason for the variations in the sales mix percentages 
of the sample to the other sources is due to the fact that Horwath and 
Horwath, and Pannell Kerr Forster, utilise only first class and de luxe 
hotels and do not claim to be representative of the whole industry; 
whereas the sample contains information from all different types of 
operations including the first class and de luxe operations. The higher 
percentage for beverage sales is the result of only three unlicensed 
hotels being included in the sample, whereas 38$ of UK hotels are 
unlicensed^-, together with the fact that many hotels in the sample are
[1 Horwath and Horwath op. cit. p. 6
2 Pannell Kerr Forster op. cit. p. 3
3 "This category includes revenue from the sale of wines, spirits, 
liqueurs, juices, beer, ale, mineral waters and soft drinks.
Sales do not include beverages charged to management staff."
Horwath and Horwath, Worldwide Statistics, 1979 op. cit. p.2
4 British Tourist Authority op. cit. p. 46
small units with extensive restaurant and beverage facilities. 
Accommodation has a higher percentage for the Horwath and Horwath 
and Pannell Kerr Forster figures due to the expensive hotels used 
in their surveys which will have a consequently relatively higher 
proportion of their receipts from accommodation.
Sundries also have a higher percentage in the larger more expensive 
hotels, since these hotels.have a wider range of facilities to offer 
than the smaller hotels. Such facilities include: gift shops,
hairdressers, valeting services, bureau de change, etc.
During the interviews with managers it was interesting to hear the 
different opinions of the importance of each revenue producing area. 
Since different areas operate at different profit percentage ratios, 
a £100 of turnover has a different implication from the point of view 
of the profitability of an hotel, depending from where it originates. 
It would seem that the hotels with good accommodation to offer will be 
able to attract food and bar sales both from residents and from chance 
trade; whereas those without good accommodation must rely upon chance 
trade.
The sales mix of the hotels in percentage terms revealed a divergence 
of priorities. It must be born in mind that mixes are influenced by 
physical restrictions as well as by managers1 preferences.
The sales mix within the hotels is shown in percentage terms across 
the sample used.
TABLE 12: Sales mix in relation to the location of hotel
Location
Total Seaside Urban Rural
Accommodation 38.5 43.3 37.7 36.8
Food 37.6 35.1 36.9 40.0
Beverages 20.1 17.8 21.9 18.9 '
Sundries _ 3.8 3.8 3.5 4.3
100.0$ 100.0$ 100.0$ 100.0$
As can be seen seaside hotels appear to derive the greater proportion 
of their income from accommodation sales, whereas the rural derive 
their greatest income from food sales. This could indicate that more 
customers have overnight stays at the seaside, whereas the rural hotels 
attract customers for the lunchtime and evening meals. The urban hotels 
show an increase in the sales of beverages resulting from the use of 
their bars in densely populated areas.
TABLE 13: Sales mix in relation to the size of hotel
Num aer of bedrooms
Total 10-49 50-99 100-150 151 &
over
Accommo dat ion 38.5 36.4 38.3 41.6 43.8
Food 37.6 38.4 38.9 34.8 34.0
Beverages 20.1 21.8 19.2 19.4 15.1
Sundries . . 3.8 3.4 . 3.6 4 .2 7.1
100.0$ 100.0$ 100.0$ 100.0$ 100.0$
This table shows that the size of an hotel does appear to have an effect 
on its sales mix. Where there are more bedrooms a larger proportion of the 
sales is derived from accommodation, whilst for this reason a smaller
proportion of sales is attributed to food and beverage. Where the 
hotel has a small number of bedrooms the manager would wish to increase 
his sales through the use of the restaurant and bars.
The tendency is for larger units to have a larger percentage of 
accommodation sales, presumably because they have a higher tariff 
than the smaller hotels. Also the percentage of sundries increases 
for reasons already stated. The smaller hotels improve their revenue 
with restaurant and bar facilities.
TABLE 14: Sales mix in relation to the single room rate
of the hotel ’
Single Room Rate
Totals £0—£8 £9-£15 £l6-£20 £21 & 
over
Accommo dation 38.5 38.8 36.0 39.3 45.5
Food 37.6 36.9 38.8 38.4 32.7
Beverages 20.1 20.8 21.9 17.3 15.7
Sundries 3.8 3.5 3.3 5.0 6.1
100.0$ 100.0$ 100.0$ 100.0$ 100.0$
The trends are similar to Table 13 in that the higher the single room 
rate the greater the proportion of sales relates to accommodation, 
with less income being derived from the restaurant and bars. High 
price levels are generally associated with the larger unit and for 
this reason the trends here are similar to those in the previous Table.
The graph that follows demonstrates this point.
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Since location, size and price all showed specific trends, it was 
decided to analyse the figures, taking location first with the size 
of the hotel and then with the price level,
TABLE 15 : Sales mix in relation to location
and size of hotel
Number of bedrooms
Total 10-49 50-99 100 & 
over
% % % %
Seaside:
. Accommodation 43.3 48.1 35.4 41.3
Food 35.1 33.3 38.6 35.3
Beverages 17-8 15.6 20.8 19.4
Sundries 3.8 3.0 5.2 4.0
100.0 100.0 100.0 100.0
Urban & City:
Accommo dat ion 37.7 26.1 41.8 43.5
Food 36.9 39.5 38.4 34.0
Beverages 21.9 32.5 15.6 16.9
Sundries 3.5 1.9 4.2 5.6
100.0 100.0 100.0 100.0
Rural:
Accommodation 36.8 37.1 37.0 28.0
Food 40.0 39.9 40.5 41.0
Beverages 18.9 19.0 16.5 27.0
Sundries 4.3 4.0 6.0 4 .0
100.0 100.0 100.0 100.0
Table 15 shows that the seaside hotels consistently earn their 
largest area of revenue from accommodation sales, irrespective of 
the size of the unit. This may be because it is the location and 
not the hotel which attracts the customers. The urban and city 
hotels tend to increase their percentage of revenue earned from 
accommodation as they increase in size. The smaller hotels in this 
category are earning more of their revenue from their restaurant and 
bar facilities whereas the rural hotels consistently earn more of 
their revenue from their restaurants, rather than their accommodation, 
irrespective of size. This may be due to the dependence of the rural 
and smaller hotels on chance trade.
Table 16 shows that there is no definite relationship between the 
sales mix pattern and the price level structure of an hotel. It would 
seem that the cheaper seaside hotels rely on their restaurants, 
whereas the more expensive seaside hotels produce their greater revenue 
from accommodation sales. City and urban cheaper hotels earn their 
revenue equally between accommodation and restaurant sales. The rural 
hotels have reversed the pattern with their cheaper category relying 
the most on accommodation sales, and the more expensive ones offering 
strong restaurant facilities.
TABLE 16: Sales mix in relation to location and
single room rate of hotel
Single Room Raite
Total £0-£8 £9-£15 £l6-£20 £21 &
over
% % % % . %
Seaside: •
Accommo dat ion 43.3 36.2 48.3 38.6 61.5
Food 35.1 40.7 31-5 36.4 26.0
Beverages 17.2 20.0 15.8 20.2 11.0
Sundries 4*4 3.1 4.4 4.8 1.5
100.0 100.0 100.0 100.0 100.0
Urban & City:
Accommo dat ion 37.4 29.5 34.5 45.0 43.9
Food 39.1 48.5 40.6 35.6 33.6
Beverages 19.8 19.0 21.6 15.3 15.8
Sundrie s 3.7 3.0 3-3 4.1 6.7
100.0 100.0 100.0 100.0 100.0
Rural:
Accommo dat ion 35.6 43.1 34.1 25.7 28.0
Food 38.9 31.3 41.0 49.3 41.0
Beverages 20.4 22.0 19.6 18.3 25.0
Sundries 5.1 3.6 5.3 6.7 6.0
100.0 100.0 100.0 100.0 100.0
Complete totals: Accommodation 38.5
Food 37.6
Beverages 20.1
Sundries 3.8
100.0
Chapter IV
OPERATING COSTS
In order to succeed an hotel must retain sufficient profit from 
total revenue# This will be done amongst others by effective cost 
control. Although the composition of total costs will vary from 
one hotel to another the hotelier!s principal aim will be to keep 
total expenditure at a minimum level consistent with the provision 
of adequate service and maximum effectiveness. The proportion of 
fixed costs to variable costs must always be considered, since the 
former cannot be avoided even when capacity is low. Unfortunately, 
the majority of hotels used in the trial run did not have a clear 
idea on fixed and variable costs'*’. It appeared that there was 
insufficient awareness of the * fixed* nature of some costs more 
commonly thought of as variable, and not enough thought had gone into 
the area of cost behaviour. Even when occupancy is very low an hotel 
must be kept warm, light and staffed so that a clear percentage of 
these ’’variable” expenses is, in fact, fixed. The headings incor­
porated under total operating costs are those used for taxation 
purposes, since these were universally available and therefore 
comparable between the hotels.
The analysis which follows is concerned with the following:- 
i. Total operating costs 
ii. Food, beverages, cigarettes and sundries 
iii. Occupancy costs and financial costs 
iv. Advertising and sales promotion 
v. Laundry and cleaning materials
1 See Appendix III
All of the five categories above are considered in relation to
total turnover.
Labour costs are given more prominence and constitute the subject 
matter of Chapter V.
TABLE 17: Total operating costs as a percentage
of turnover
%
Hotels by location:
Seaside 81.4
City & Urban 82.1
Rural 84.1
82.6
Hotels by size:
Number of bedrooms 10-49 84a
50-99 82.0
100-150 81.5
151 & over 83-4
82.6
Hotels by price level:
Single room rate £0-£8 82.6
£9-£15 77.6
£16—£20 84.5
£21 & over 85.7
82.6
The main conclusion to be drawn from Table 17 is that hotels tend 
to operate at a fairly wide net profit ratio of just under 20% and 
that certain trends can be observed. Although it has been said that 
’’location is the key influence on the viability of the business, so 
much so that a prominent entrepreneur could have said with conviction 
and much justification that there are only three rules for success in 
the hotel business: location, location, location”*, from Table 17
it is obvious that location in that context relates to more than 
geographical area and that for it to be a ’’key influence”, the position 
within the geographical area is of great importance, for example a 
seaside hotel located with a sea view has a greater attraction than one 
with no such view. The trends from location are then looked at further 
in Table 18 alongside size and price level. Here again it is not 
obvious that area location has any major influence on an hotel*s 
operating costs. With regard to the size of the unit there seems to be no 
obvious correlation between the size of the hotel and profitability, 
except that the hotels with between 100-150 rooms seem to be enjoying a 
high level of profits. This is explored further in Chapter VI. With 
regard to price level, there is no obvious correlation between the price 
level and the total costs of the hotel, indeed as shown in Tables 18 and 19 
where for each group we show the highest and lowest percentage of total 
cost, the differences between these two are far greater than would have 
been expected. From Table 19 the hotels with 10-49 bedrooms show that 
the least profitable are operating at a loss of 11% whilst the most 
profitable are showing a net profit margin of 48%. The position of the 
other hotels is very similar and the same applies when one looks at the 
highest and the lowest total costs in relation to the price level of the 
hotels. From the large amount of data available it seems that neither
1| Medlik S, Profile of the Hotel and Catering Industry, Heinemarm 1974
the location nor the size of the unit, or even the price level has 
a dominant effect on profitability. As shown in Chapter V U *  it is 
clear that occupancy is in fact an important determinant. It may 
well be that there are other important determinants apart from 
occupancy, such as managerfs skills and qualifications; the 
atmosphere provided, which cannot be quantified in financial terms,
TABLE 18: Total operating costs as a percentage of turnover
location to size and location to single room rate
Number of bedrooms
Total 10-49 50-99 100-150 151 & 
over
% % % % ' %
Seaside 81,4 79*6 84.1 79.9 -
City & Urban 82.1 87-3 78.0 79.6 83.4
Rural 84.I 84.O 82.2 88.8 . -
82.6 84-1 8 0.5 81.5 83.4
Single room rate
Total £0-£8 £9-£15 £16—£20 £21 & 
over
% % % % %
Seaside 81.4 82.7 79.9 69.7 -
City & Urban 82.1 79.3 70.1 83.8 84.9
Rural 84.1 72,8 84.8 89.1 98,9
82.6 83.8 77.6 84.5 85.7
The rural hotels have marginally higher percentages of their revenue 
used in overheads overall. However there was no consistent pattern 
and it would seem that the rural hotels must have some extra expense
1 Chapter VII Occupancy
that equates to the heavy rates and rents of the seaside and city 
hotels* or that their occupancy figures leave them with low turnover 
and high fixed costs,'*’
TABLE 19: Total operating costs
High, and low percentage of costs to turnover
NUMBER OF BEDROOMS
Total 
High Low
10-49 
High Low
50-99 
High Low
100-
High
150
Low
151 & over 
High Low
% % % % %
Seaside 109 47 109 65 94 84 11 47 - —
City & Urban 111 53 111 54 98 60 92 53 92 75
Rural 100 52 100 52 70 54 89 89 - -
....................
in 47 111 52 .98 54 92 47 92 75
SINGLE ROOM RATE
Total 
High Low
£0-£8 
High Low
£9~£15 
High Low
£16—£20 
High Low
£21 & 
High
over
Low
% % % % %
Seaside 109 47 94 75 10 3 6 5 84 47 109 59
City & Urban 111 53 80 80 111 53 93 70 98 75
Rural 100 52 98 57 100 52 96 96 - -
111 47 98 57 111 52 96 47 109 59
With regard to the size of the hotel* although the average of total 
operating costs is approximately 8($ there seem to be substantial 
discrepancies in this regard between the most^ and the least profitable 
unit in each category. These discrepancies are most pronounced in the 
case of the smallest units and most probably this reflects the number
1 Chapter VII* p.97
of the units in the group,. The high total operating costs in the
£9-£l5 reflects the low occupancy figures of this group'*', with costs
still needing to be recovered.
Tables.21, 22, 23 and 24 examine the relationship of these costs, 
between the various areas of expense, commencing with the trading expenses 
of food, beverage, cigarettes and sundries, in relation to turnover.
TABLE 20: Cost of sales, as a percentage of total turnover
Food
Beverages
Cigarettes & Sundries ; 
Cost of sales
Location
Total Seaside City & Urban Rural
%
17.8
11.1
1.3
%
18.5
12.6 
0.5
%
17.5
10.9
1.3
%
20.4
12.2
1.8
30.2 31.6 29.7 34.4
Food
Beverages
Cigarettes & Sundries
Number of Bedrooms
Total 10-49 50-99 100-150 151 &
over
%
17.8
11.1
1.3
%
18.7
13.9
0.7
%
17.5
9.2
1.2 • 
. 
0
OO 
O 
O
- % 
19.0
9.2
1.6
30.2 32.3 27.9 28.8 29.8
Food
Beverage s
Cigarettes & Sundries
Single Room Rate
Total £0-£8 £9-£15 £l6-£20 £21 & 
over
%
17.8
11.1
1.3
%
19.1
11.9
1.7
%
20.9
11.9 
1.1
%
15.7
8.9
1.1
%
19.8
9.7
0.5
30.2 32.7 33.9 25.7 30.0
1 Table 45, page 96, Chapter VII
From Table 20 it is clear that the sample hotels operate at a cost 
of sales - food, beverage, cigarettes and sundries - of just over 
30$. This is a considerably higher percentage than is the case 
in the international sample of hotels shown by Horwath and Horwath 
International for the corresponding year, where the cost of food is 
shown as 9*2$ of total expenditure; beverages 2.9$; and if one 
includes cigarettes and sundries the result for the Horwath and Horwath 
sample would be in the region of 14$ of total expenditure, and hence 
is far less than the cost of sales in the present sampled The 
explanation of the discrepancy must be sought in the sales mix of 
the two samples. The present sample has a sales mix showing a 
considerably higher percentage of food and beverage sales, and this is 
no doubt due to the smaller size of the average unit, many of which 
operate expensive food and beverage facilities in relation to the 
number of bedrooms.
From Table 20 it seems that neither location, size nor price level has 
a significant influence on the composition of the cost of sales. In all 
three cases the cost of food accounts for about 17-20$, the cost of 
beverages between 9-1^ and the cost of cigarettes and sundries between 
0.5$ and 1.8$.
1 30* ^  of turnover with an average 80.2$ being total costs is
24.2$ of total expenditure.
TABLE 21: Cost .of sales as an
average percentage of turnover, snowing location
analysed for size
Number of Bedrooms
Total 10-49 50-99 100-150 151 & 
over
Seaside:
Food
Beverages
Cigarettes & 
Sundries
%
18.5
12.6
0.5
%
14.7
15.1
0.4
%
20.0
12.5
0.7
%
16.0
11.0
1.0
of/O
31.6 30.2 33.2 28.0 -
City & Urban: 
Food
Beverages
Cigarettes & 
Sundries
17.5
10.9
1.3
19.0
15.3
0.8
17.0
8 .2
2.2
16.0
10.0
1.5
19.0
9 .2
1.6
29.7 35.1 27.4 27.5 29.8
Rural:
Food
Beverages
Cigarettes & 
Sundries
20.4
12.2
1.8
21.0
11.4
1.9
17.0
7.5
0.7
16.0
17.0
3.0
-
34.4 34.3 25.2 36.0 -
When one relates the location to the size of the unit it is equally 
difficult to see any clear correlation. The impression from Table 22 
is that the lowest cost of sales in the case of hotels which charge 
between £16 and £20, and it is significant that this is the group that 
operates at the lowest total cost. One possible explanation here might 
be that these are units which are relatively expensive and hence not 
very successful in attracting a significant volume of non-resident 
trade•
TABLE 22: Cost of sales as an ; -
average percentage of turnover, showing location
analysed for single room rate
Single Room Rate
Total £0-£8 £9-£l5 £l6-£20 £21 & 
over
Seaside:
Food
Beverages
Cigarettes & 
Sundrie s
%
18.5
12.6
0.5
t
21.3
15.5
0.7
%
23.4
11.4
0.6
%
14.3
11.0
0.3
%
21.5
9.0
0.3
31.6 37.5 35.4 25.6 30.8
City & Urban: 
Food
Beverages
Cigarettes & 
Sundries
17.5
10.9
1.3
18.5
8.0
- 2.0
17.3
12.3
1.2
17.2
6.2
1.8
18.2
10.5
0.8
29.7 28.5 30.8 25.2 29.5
Rural:
Food
Beverages
Cigarettes & 
Sundries
20.4
12.2
1.8
16.7
12.6
2.3
22.1
12.0
1.6
15.7
8.6
1.1
-
34.4 31.6 35.7 25.4 -
TABLE 23: Cost of sales
highs and lows as a percentage to turnover
analysed by location to size of hotel
Location Number of Bedrooms
Total 
High Low
10-49 
High Low
50-99 
High Low
100-
High
150
Low
151 &
High
over
Low
% % % % %
Seaside:
Food 28 12 28 12 27 15 17 15 - -
Beverages 28 4 28 4 16 10 13 9 - -
Cigarettes & 
Sundries 2 0 2 0 2 0 1 0 - -
City & Urban:
Food 33 9 22 14 26 11 22 9 33 14
Beverages 24 2 24 9 11 2 13 5 18 6
Cigarettes & 
Sundries 5 0 2 0 5 0 3 0 4 0
Rural:
Food 34 13 34 13 18 16 16 16 - -
Beverages 24 7 24 7 8 7 17 17 - -
Cigarettes & 
Sundries 9 0 9 0 0.7. 0 3 3 - -
Size Summary:
Food 34 17 34 12 27 11 22 9 33 14
Beverages 28 2 28 9 16 2 17 5 18 6
Cigarettes & 
Sundries 9 0 9 0 5 0 0 0 4 0
......„ —I
In Table 23 the percentages are shown of the highest and lowest costs 
of sales. Here the differences are surprisingly substantial. It seems 
to indicate the diversity of units in the hotel industry. Quite obviously 
an analysis of the sales mix of the units in the sample would indicate 
corresponding differences'*'. As an example the sales mix of seaside 
hotels is shown in Appendix IV.
1 Appendix T  High and low of sales mix
Again in Table 24 we see substantial differences between the highest 
and lowest percentages dn each group, and these again are asr explained in 
Appendix Tfrom the sales mix of the units concerned.
TABLE 24: Cost of sales
highs andvlows as a percentage to turnover 
analysed by location to price level of the hotel
Location Single Room Rate
Seaside:
Food
Beverages
Cigarettes & 
Sundries
City & Urban: 
Food
Beverages
Cigarettes & 
Sundries
Rural:
Food
Beverages
Cigarettes & 
Sundries
Total 
High Low
£0-£8 
High Low
£9-£15 
High Low
£l6-£20 
High Low
£21 & over 
High Low
%
28 12 
28 4
2 0
33 9 
24 2
5 0
34 13 
24 7
9 0
%
25 19 
28 4
2 0
22 15 
9 7
2 2
18 14 
24 7
9 0
%
28 17 
14 8
2 0
33 9 
24 6
5 0.
34 13 
18 8
9 0
%
16 12 
13 9
1 0
26 11 
11 2
5 o
18 18 
13 13
3 3
%
28 15 
10 8
0.4 0.1
23 16 
13 9
3 0
Price level 
summary:
Food
Beverages
Cigarettes & 
Sundries
34 9 
28 2
9 0
25 14 
28 4
9 0
34 9 
24 6
9 0
26 11 
13 2
5 0
28 15 
13 S
3 0
As Appendix 11 shows there is a correlation between the food costs and the
size of the hotel; also between the food costs and the price level of the 
hotel.
1 Appendix II shows the computer correlations•
Tables 21 to 24 show that 30.2££ is the average amount of total 
turnover used to purchase food, beverages and cigarettes and sundries 
leaving 69.8$ for other costs and profits.
Labour costs have been left until Chapter V since it was felt that 
this item needed a more detailed examination.
Occupancy and financial costs are looked at next.
TABLE 25: Occupancy costs and financial costs as a percentage
of t u r n o v e r "" ”
Number of Bedrooms
Total 10-49 50-99 100-150 151 &
over
%. % % % %
Seaside 14*6 16.0 H.7 12.7 -
City & Urban ■ 14.4 13.4 14.7 12.0 17 ol
Rural 15.7 15.7 11.6 22.0 -
14.8 15.1 13.3 13.3 17.1
Single Room Rate
Total £0—£8 £9-£15 £l6-£20 £21 & 
over
% % % % %
Seaside 14*6 18.2 14.7 10.2 15.0
City & Urban 14.4 7.0 15.8 15.7 18.3
Rural 15.7 19.3 14.3 19.0 -
14.8 14.5 15.0 14.7 17.5
Of the total of the costs analysed here financial charges are a relatively 
small percentage of the sample as a whole, and most of the expense
1 Expenditure included here is shown in' Appendix I„
involved relates to occupancy costs. Most of the items under 
the heading of occupancy costs are charges for which hoteliers pay 
a fairly uniform price, and this certainly applies in the case of 
gas, electricity, fuel and to a degree, rates. It is not surprising 
therefore that Table 26 should show only marginal differences from 
one type of hotel operation to another.
TABLE 26: Occupancy and financial costs highs and lows as
a percentage to turnover
Number of Bedrooms
Total 
High Low
10-49 
High Low
50-99 
High Low
100-
High
150
Low
151 &
'.High
over
Low
% % % % %
Seaside 23 7 23 8 17 7 14 11 — -
City & Urban 47 7 47 10 28 9 20 8 21 7
Rural 38 7 CO OO OO 16 7 22 22 - . -
47 7
OO 28 7 22 8 21 7
Single Room Rate
Total 
High Low
£0-£8
High Low
£9-£l 5 
High Low
£l6-£20 
High Low
£21 & 
High
over
Low
Seaside
%
23
%
23 8
%
15 14
%
13 7
%
16 14
City & Urban 47 7 7 7 47 8 10 12 28 11
Rural 38 7 38 . 7 22 10 19 19 - . -
47 7 38 7 47 8 19 7 28 11
Although in Table 25 we see occupancy costs and financial costs as a fairly 
consistent percentage of total revenue, Table 26 shows that there are 
nevertheless fairly prominent exceptions in all categories. The high and 
low percentages which again relate to occupancy costs rather than
financial costs are due to a variety of factors such as unfavourable
leasing agreements, seasonality, insufficient turnover, etc.
TABLE 27: Occupancy and financial costs as a percentage
of turnover
Occupancy
costs
Financial
costs
% %
Location:
Seaside 12.4 2.2
City & Urban 11.5 2.9
Rural 12.8 2.9
Average 12.5 2.3
Size:
10-49 bedrooms 12.0 3.1
50-99 " 12.7 0.6
100-150 " 12.3 1.0
151 and over 13.0 4.1
Average 12.5 2.3
Price level:
£0-£8 11.8 2.7
£9-£15 13.1 1.9
£l6-£20 12.1 2.6
£21 and 13.0 4.5
Average 12.5 2.3
From Table 27 it can be seen that on average rural hotels spend the 
highest percentage of their revenue on occupancy costs. When analysed 
for size the largest hotels have the highest occupancy costs probably 
due to their better standards of decorations and furniture. This trend 
is also true for financial costs where the reason will be that the 
larger hotels are for the most part the newer hotels. Looking at the
two costs from a price level analysis the most expensive hotels of 
the sample have both the highest percentage expenditure for both 
occupancy and financial costs. This is certainly due to the 
required standards, having high repairs for decorations and furniture, 
as well as being the newer hotels that are still paying for external 
borrowings. Whilst hotels in the £9-£l5 group have only 1.9^ of their 
revenue spent on financial charges, these and the hotels in the 50-99 
bedrooms group, are for the most part the older hotels who have 
already repaid their initial capital costs.
TABLE 28: Advertising and sales promotionl costs as a -percentage
to turnover
Number of Bedrooms
Total 10-49 50-99 100-150 150 & 
over
% % % % %
Seaside 2.2 2.7 0.4 1.5 -
City & Urban 1.5 1.2 1.3. 1.7 2.2
Rural 1.3 1.7 0.8 0.6 -
1.5 1.4 0.8 ! . ! 2.2
Single Room Rate
Total £0-£8 £9-£15 £l6-£20 £21 & 
over
% % % % %
Seaside 2.2 1.1 2.1 1.3 1.2
City & Urban 1.5 2.3 0.7 1.2 2.8
Rural 1.3 1.2 1.3 1.4 -
1.5 1.5 0.9 1.3 2.4
1 The composition of this expense is explained in Appendix I.
The hotels1 spending in this area averages 1.5% of turnover.
Since the figure appeared so small a further look was taken of 
the highest and lowest percentages spent on promoting sales.
Generally hotels spend around 1.5 of turnover on advertising and 
that of the three locational groups, seaside hotels have the . 
highest budget for this purpose. It is quite likely that as 
many seaside hotels close in the off season they are more 
conscious of securing an adequate volume of business during the 
summer months and are, therefore, prepared to set aside relatively 
more generous funds for this purpose. From discussions with hotel 
managers it seems that rural hotels tend to rely to a greater 
extent on repeat business, and this probably explains why they 
spent rather less on advertising and sales promotion than the 
city and urban hotels.
With regard to the size of the hotel it seems that the largest 
hotels spend the highest proportion of their revenue on 
advertising and sales promotion, indeed one of the largest hotels 
in the sample employ a full-time sales/marketing manager which in 
itself adds quite considerably to the expenditure under this 
heading. Similarly it appears that it is the most expensive hotels, 
particularly city and urban hotels, that have the highest 
expenditure under this heading.
TABLE 29: Advertising and sales promotion costs,
high and low percentages to turnover
Number of Bedrooms
10-49 
High Low
50-99 
High Low
100-150 
High Low
151 & over 
High Low
% % % %
Seaside 3.0 0.6 0.8 0.1 1.6 1.4 - -
City & Urban 3.0 0.3 2.3 0.7 4.4 0.2 7.0 0.4
Rural 5.0 0.3 0.8 0.7 0.6 0.6 - -
Single Room Rate
£0-£8 
High Low
£9-£15 
High Low
£l6-£20 
High Low
£21 & 
High
over
Low
% % % %
Seaside 2.0 0.1 3.8 0.6 1.6 0.8 1.2 -
City & Urban 2.5 2.0 4.4 0.3 2.0 0.2 7.0 0.4
Rural 3.0 0.3 5.0 0.3 2.0 0.7 - -
The high and low percentages in Table 29 reflect the policy of management 
and are probably influenced by the competitive position of the hotel.
The difference between the expenditure of 1% and 0.1% of turnover 
reflects the needs of the different hotels. Where hotels are new, or 
have a change in style or management, then the advertising will need to 
be more than where the hotel has good occupancy and a regular custom.
Bearing in mind that customers come from the general public it is perhaps 
surprising that such a small amount of revenue is set aside for 
informing the public about the facilities hotels have to offer. This 
survey does not look into customer patterns and it would be of interest 
to know to what extent hotels rely on repeat business* as opposed to new
1 Horwath & Horwath had 43*5% repeat business in their survey.
custom and how effective or Ineffective they feel their advertising 
campaigns have been. The one hotel which has spent 1% of its 
turnover on advertising could be followed into next year to see if 
the results justified the expenditure.
TABLE 30: Laundry and cleaning materials as a
percentage to turnover
Number of Bedrooms
Total 10-49 50-99 100-150 151 & 
over
% % % % %
Seaside 2.0 1.5 1.7 3-1 - ■
City & Urban 2.4 3.6 2.3 2.1 1.9
Rural 2.3 2.2 2.5 2.0 -
2.2 2.7 2.2 2.7 1.9
Single. Room Rate
Total £0-£8 £9-£15 £l6-£20 £21 & 
over
% % % % %
Seaside 2.0 1.0 2.2 3.4 2.5
City & Urban 2.4 1.6 2.2 3.2 2.6
Rural 2.3 1.8 2.6 1.6 -
2.2 1.4 2.2 2.7 2.5
Generally the average cost of laundry and cleaning is just in excess 
of 2% of total revenue. The differences between the various groups 
probably flow from a number of factors, such as the efficiency of the 
unit, the type of customer, and the average length of stay. Thus
looking at the 10-49 bedrooms group, the difference between the 
seaside hotels (1.5$) and the city and urban hotels (3*6$) must be 
due primarily to the relatively short length of stay in the latter. 
With regard to the price level of the hotel Table 30 seems to 
indicate that generally the more expensive hotels spend a higher 
proportion of their turnover on laundry and cleaning materials' than 
the cheaper hotels. This certainly is due to the higher standards 
which must be maintained by the expensive hotels. For an industry 
that produces 38.5$ of its revenue from accommodation sales, this 
expense was thought worth singling out, and in fact proved to be a 
figure of which the managers were well aware, and one which uses a 
measurable amount of available revenue. The highest percentage 
being 5.8$ and averaging 2.2$ which on the average revenue of £7,308 
is a cost of £160 per bedroom, per annum.
The headings for insurance, and for printing, stationery and telephone 
were not sufficiently completed to produce meaningful results and so 
have not been used.
1 Table 16, p.40
Chapter V
LABOUR COST ANALYSIS
This chapter considers labour costs as an expense in relation to 
other costs and to revenue and does not make any detailed examination 
of the methods of remuneration. It is known that wages paid in cash 
are boosted by staff meals and other fringe benefits*. It is the 
cash figure only which is used as the labour figure in the following 
tables.
2Hotels are a service industry and labour intensive and for this 
reason the labour costs must be watched carefully. Service industries 
have inbuilt difficulties when employees seek higher wages, since they 
are industries partly dependent upon customers1 disposable income.
As can be seen in Figures 4 and 5, pages 61 and 62, although personal 
disposable income rose from 1968 to 1978 consistently, when these figures 
are adjusted for monetary purchasing power real income fell back from 
1974 to 1978. For this reason in the service industries it may not be 
possible to meet the demand for higher wages by imposing a price rise on 
customers, since such a rise could cause sales to fall, and consequently 
revenue, from which wages are paid, would be lost. A survey has shown 
that under- and over-payments to staff create inefficiency, and that 
staff only work efficiently when correctly paid. As well as these points 
the hotel manager must keep the workforce bill within the bounds of the 
revenue available•
In Table 31 the cost of labour is analysed in relation to the hotels 
revenue.
1 Johnson K, Fringe Benefits in Hotels, Huddersfield Polytechnic, p.l3«
2 Airey D W and Chopping B J, The Labour Market; in Kotas K, Managerial 
Economics for Hotel Operation, Surrey University Press, 19§0, pp.47-48.
3 Goldthorpe J H, "Attitudes and behaviour of car assembly workers: a 
deviant case and a theoretical critique", British Journal of Sociology, 
Vol.17 No.3j September 1966.
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TABLE 31: Wages as a percentage of turnover analysed by
location, size and single room rate
Location Seaside
24$
City & Urban 
29$
Rural
25$
Number of Bedrooms 10-49
25$
50-99
27$
100-151
31$
151 & over 
28$
Single Room Rate £0-£8
21$
£9-£l 5 
26$
£l6-£20
27$
£21 & over 
29$
Total overall average 27% (26.55$)
The city and urban hotels spend a consistently larger proportion of 
their revenue on wages, than those at the seaside or in rural areas.
This is due in part to relative lack of seasonality in the city and 
urban hotels. It seems that seasonal hotels, as a result of experience, 
employ a relatively small number of permanent staff and rely to a greater 
extent on part-time and casual staff. This gives management greater 
flexibility in planning the number of employees required and the control 
of the cost of labour. The overall average wage percentage is slightly 
lower than the 27*3$ shown in the report by Horwath and Horwath for 1978 
figures. This difference can be attributed to the higher hotel tariffs* 
of the Horwath and Horwath sample, and to the fact that the smaller hotels 
were excluded by Horwath and Horwath.
Table 31 has been further analysed into ten groups for size and single 
room rate and plotted on Figures 6 and 7 •
Figure 6 shows the groups of hotels arranged in number of bedrooms 
order. It shows that the larger the hotel, the higher percentage of
1 Greene, Benfield-Smith & Company. Trends in Hotel Sales and Profits 
1970-79, Harley Little Associates Ltd. . New Earnings Survey 1972, HMSO.
revenue that is spent on wages except for the largest ten which appears 
to result in a greater degree of efficient use of labour.
Figure 7 shows the groups of ten hotels arranged by single room rate, 
and shows that the more expensive the hotel the greater proportion 
of its revenue is spent on wages. This is because customers spending 
more per single room would expect better service than in a cheaper 
room.
The results shown by these two figures show more clearly the trends 
of Table 31.
Figure 6: Wages as a percentage to turnover in relation
to the size of the hotel
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Figure 7: Wages as a percentage to turnover in relation to the
single room rate
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Figure 6 makes it clear that the size of the hotel is important when 
determining the percentage of revenue utilised in the payment of 
labour costs. Figure 7 shows that there is a consistent trend for 
the more expensive hotels to operate at a higher level of labour 
costs. The two figures show that the influence of price level, to 
the level of labour costs, is even greater than the influence of 
the size of the unit.
The labour costs are made up of wages paid to both full-time and 
part-time employees. An important feature of hotel operations is the 
employment of part-time and casual employees*. More staff will be 
required in times of high occupancy, and extra staff are required for 
functions such as banquets and conferences, etc. The employment of 
part-time and casual employees permits the flexibility of labour which 
allows management better control of labour costs, since the part-time 
employee need only be paid for the actual hours worked, and need only 
be employed at peak periods.
Table 32 shows the average wage paid to full- and part-time employees. 
Part-time employees appear to earn about cne-third of the salaries of 
full-time employees. The higher part-time pay for seaside location 
can be attributed to the greater intensity of work in the season, with 
the result that part-timers have more hours than in the case of city and 
urban or rural hotels.
1 Airey D W and Chopping B J, The Labour Market; in Kotas R, Managerial 
Economics for Hotel Operation op. cit. p.52
TABLE 32: Full and part-time pay per employee
by location, size and single room rate
Full-time pay 
Part-time pay
Location
Average Seaside City & 
Urban
Rural
£
2060.44
729.18
£
2036.45
768.34
£
2148.05
734.16
£
2023.37
715.00
Number of Bedrooms
Average 10-49 50-99 100-150 151 & over
£ £ £ £ £
Full-time pay 2060.44 2003.89 2093.85 2060.16 2584.23
Part-time pay 729.18 635.24 1055.99 777.01 295.45
Single Room Rate
Average £0—£8 £9-£15 £l6-£20 £21 & over
£ £ £ £ £
Full-time pay 2060.44 1818.02 2039.75 2480.41 1844.99
Part-time pay 729.18 603.89 707.86 983.86 596.35
The number of hotels with a single room rate of at least £21 was very low 
and therefore not too much importance must be attached to this figure. The 
analysis of size and price level is analysed further into groups of ten 
hotels and shown on Figures 8 and 9-
As can be seen from the figures in Table 32 the average full-time wage 
is extremely low. Excluded from the figures are any monies taken by way 
of gratuities, where these are retained by the employee. The policy on 
gratuities varied between the hotels, in some instances the staff kept 
any gratuities received entirely, in other cases there was a "pool” into 
which all gratuities were placed and from which a share-out was carried
out. From discussions with many it seemed that some of the London 
hotel employees increased their earnings through gratuities by a 
large percentage, whereas a far smaller figure appeared to be 
received in the rural hotels. This could not be substantiated.
The analysis of wages paid by hotels, by location, shows the city 
and urban hotels pay a slightly higher average wage than other 
locations. This is probably due to the fact that seaside hotels 
have an abundance of employee potential in the short term, with 
employees leaving the coastal areas during the winter months. The 
low wage paid by the rural hotels could be accounted for by the lack 
of alternative employment in rural areas. The analysis of wages paid 
by hotels, by size of hotel, shows the 150 bedroom and over group to 
be paying a far greater figure on average than the other groups. This 
would be due to the number of departmental managers required by the 
larger hotels. Food and beverage controller, executive housekeeper, 
front office manager, banqueting manager - these employees increase 
the number of staff employed, and are also paid at the higher rate than 
the average employee. The average wage paid analysed by the price level 
of the hotel shows that the higher the single room rate the larger the 
average wage per employee, until the single room rate is £21 and oyer 
where the average drops back', possibly due to the number of trainees 
being used.
Figure 8: Full and part time pay per employee by size of hotel
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Figure 8 shows that there is a definite trend for the larger hotels 
to pay the higher wages* As previously stated this is due to the 
manpower structure of the larger hotels. There is no similar trend 
for part-time employees* wages, showing that the payment of wages to 
this group of employees is affected by some factors other than the 
size of the hotel.
Figure 9 indicates that generally the higher the single room rate the 
higher the wage earned by full-time and part-time employees. Where 
this is not the case part-time wages are high with full-time wages 
dropping slightly.
It is not possible to draw any conclusions from the part-time pay for 
either size or price level of the hotels, since the information 
gathered on the questionnaire did not request the number of hours 
worked, and this must have a strong bearing on the part-time wage 
structure•
Table 33 shows the percentages of employees who are full-time and 
part-time, analysed for location, size and price level.
TABLE 33: Full and part time employees as a percentage of the whole
number of employees analysed for location, size and single
room rate
Location
Seaside City & Urban Rural Total
Full Part 
time time
Full Part 
time time
Full Part 
time time
Full Part 
time time
60% W 71% Wo 54# 46% 61# 39#
Number of Bedrooms
10-49 50-99 100-151 151 & over Total
Full Part 
time time
Full Part 
time time
Full Part 
time time
Full
time
Part
time
Full
time
Part
time
56% 44% 60% W o 73% 27% 75% 25% 61% 39#
Single loom Rate
Total£9-£l 5 £16-£20 £21 & over
Full Part 
time time
56^ 44%
Full Part 
time time
59# 41#
Full Part 
time time
71% 29%
Full Part 
time time
86% 14%
Full Part 
time time
61# 39#
It seems that the rural and seaside hotels employ nearly half of 
their staff on a part-time basis, whereas the city and urban hotels 
only have just over a quarter of their staff on a part-time basis* 
When the sample was analysed by the size and price level of the 
hotels, it can be seen that the larger, more expensive an hotel is, 
the fewer part-time employees it has. This may be due to the 
employment of full-time foreign employees which would not be employed 
by the smaller hotels and whose wages are usually lower than average.
Hotel managers employ their staff in different areas of the hotel, 
with the restaurant area being the greater user of wages paid.
TABLE 34: Analysis of the composition of the cost of labour
Location
Seaside City & Urban Rural Total
% % % %
Acc ommo da t ion 29 26 25 25
Food 46 46 47 47 .
Bar 12 10 8 10
Sundries 13 18 20 18
100 100 100 100
Number of Bedrooms
10-49 50-99 100-150 151 & over Total.
% % % % %
Accommodation 21 27 19 25 25
Food 53 41 41 44 47
Bar 12 8 13 12 10
Sundries 8 24 27 19 18
100 100 100 100 100
Single Room Rate
£0-£8 £9-£l5 £l6-£20 £21 & over Total
%. % % % %
Accommodation 25 26 23 22 25
Food 49 49 43 42 47
Bar 11 10 8 11 10
Sundrie s 15 15 26 25 18
100 100 100 100 100
Table 34 shows that seaside hotels tend to utilise their manpower more 
in the accommodation area, and less in the sundries area, than the hotels 
in the city and urban and rural groups. This could be due to the type 
of customer. Seaside hotels tend to cater for holidaymakers who spend
less time in the hotel, hence the seaside hotels need less staff 
for gift shops and kiosks. The business traveller who stays at the 
other groups of hotels, expects a more comprehensive service, with 
the result that more staff are used in the sundries area, and the 
sundries wage percentage is higher for the city and urban and rural 
hotels.
As stated in Chapter VI, in terms of the contribution to profit, the
greatest contribution is made by the accommodation area, yet, as can
be seen in Table 34* food and beverage operations account for more 
than half (56^) of the total cost of labour.
The percentages analysed in Table 34 are now looked at alongside the
revenue sales mix from Tables 12, 13 and 14.
TABLE 35: Wages mix alongside sales mix of the hotels
Location
TotalSeaside City & Urban Rural
Wages Revenue Wages Revenue Wages Revenue Wages Revenue
Accommo dation 29 43 26 38 25 37 25 38
Food 46 35 46 37 47 40 • 47 38
Bar 12 18 10 22 8 19 10 20
Sundries 13 4 18 3 20 4 18 4
100 100 100 100 100 100 100 100
Accommodation
IFood
Bar
Sundries
Number oif Bedrooms
Total 
Wages Rev. 
25 38 
47 38 
10 20 
18 4
10-49 50-99 100-150 151 & over
Wages Rev. 
27 36 
53 38 
12 22 
8 4
Wages Rev. 
27 38 
41 39
8 19
24 4
Wages Rev. 
19 42 
41 35 
13 19 
27 4
Wages Rev. 
25 44 
44 34 
12 15 
19 7
100 100 100 100 100 100 100 100 100 100
Single Room Rate
Total£0—£8 £9-£15 £l6-£20 £21 & over
Wages Rev. Wages Rev. Wages Rev. Wages Rev. Wages Rev.
Accommodation 25 39 26 36 23 39 22 45 25 38
Food 49 37 49 39 43 39 42 33 47 38
Bar 11 21 10 22 8 17 11 16 10 20
Sundrie s 15 3 15 3 26 5 25 6 18 4
100 100 100 100 100 100 100 100 100 100
All the analysed groups show that the accommodation and bar areas of an hotel 
produce more income share than they use in wages share. The reverse is 
consistently true of the food area of activity, here every analysed group 
utilises a greater share of total wages than is produced in revenue. The
percentage of wage to turnover as shown in Table 36 will reflect the 
effect of the sales mix. Those hotels with a greater proportion of 
restaurant revenue are also the hotels with the higher percentage of 
wages to turnover. This is due to the fact that the restaurant area 
utilises a greater proportion of wages paid.
TABLE 36: Wages mix alongside revenue mix for the sample hotels
Wages Revenue
Percentage of 
Wage to Revenue
Accommodation 7 38 18.456
Food 12 38 31.658
Bar 3 20 15.056
Sundrie s 5 4 125.0$
27 100
Chapter VI 
PROFIT MARGINS
Profits are the returns made by industries from the resources they 
utilise and the revenue they retain. Most industries are affected by 
the law of dminishing returns*, and Tables 37 and 38 show that this is 
true of the hotel industry represented by the sample in this project.
The hotels in the largest size group are not producing the highest 
percentage of net profits to turnover, even though they are producing 
the highest percentage of gross profits to food and beverage turnover.
It would seem that the overheads of this group of hotels are using up the 
advantages gained through the greater trading potential, in additional 
overheads.
The tables that follow look at gross profit margins and then net profit 
margins of the sample.
Gross profit margins
Tables 37* 38 and 39 have been drawn up from the gross profit margins 
given by managers. Where no provision has already been made for staff 
meals in the figures then a sum of £6 per employee per week has been 
introduced in order to provide uniformity throughout the analysis. The 
amount of £6 was decided upon after consultation with hotel managers
who do take this employment expense into account. It was strange that
nearly half of the hotels used made no deduction from purchases for
this item; some gave as their reason that staff meal costs were so
small as to be unworthy of the time involved to take it into account.
In times of high food prices it is felt that this attitude cannot be 
upheld and, therefore, the deduction was made where necessary. Not Qnly 
is the effect that such omissions have on gross profits significant but
1 Lipsey R, An Introduction to Positive Economics, Wieldenfeld & 
Nicolson, 1978 p. 213
wages, as being part of the cost of employing staff, and at between £250
and £300 a year a fairly substantial one having regard to the average
2
cash wage of £2,060 .
TABLE 37: Gross profit percentages analysed by location, 
size and single room rate
Food
Beverages
Location
Total
High Aver- Low age
Seaside
High Aver- Low & age
City & Urban
High Aver- Low age
Rural
High Aver- Low age
. %
68 58 32
70 54 43
%
80 61 42 
73 52 32
I *
; 70 56 36 
: 78 52 26 .
%
80 58 3 2 : 
78 S3 26
Food
Beverage s
Number of Bedrooms
10-49 !
High Aver- Lowage
50-99
High Aver- Low age
100-150
High Aver- Low age
151 & over
High Aver- Low 0 age
%
70 59 36 j 
78 53 31
%
66 55 32 
60 52 42
%
65 61 54 
60 53 26
%
80 66 64
73 56 42
Food
Beverage s
Total
High Aver- Low age
%
80 58 32 
78 53 26
Food
Beverages
Single Room Rate
£0-£8
High Aver- Low age
£9-£15
High Ayer- Low age
£16-£20
High Aver- Low age
£21 & over
High Aver- Low age
%
70 56 36 
70 53 31
%
69 58 32 
78 51 26
%
80 61 42 
60 50 42
%
80 61 55 
73 54 51
Food
Beverage s
Total
High Aver- Low55 age
%
80 58 32 
78 53 26
The gross profit percentages by location reflect the need for urban and city
hotels to price their facilities sufficiently high to cover the additional 
rates etc that their premises attract.
2 Chapter V, Table 32, p.68
From Table 37 it can be seen that the gross profit on food is about 5% 
higher than the gross profit on beverages throughout the analysed 
figures, and in no group were beverages producing as high a gross profit 
percentage as food in the same group.
The size of the hotel appears to have an influence on the gross profit 
percentage; other than the smallest hotels, it would appear that the 
larger the hotel the higher percentage gross profit.
The single room rate shows this increase in gross profit percentage 
completely.
Since the groups in the analysed sample were not of equal size it was 
decided to look at the size and single room rate in equal sized groups 
of 10 and Figure 10 shows the trends that resulted.
Hotels in size groups, 10 hotels per group. Group 1 is the smallest hotels group.
JTood------
Food average
-Beverages .----- -— 1—
Beverages Average 53$
Figure 11: Gross profit percentages to turnover
By price level
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From Figure 10 it can be seen that for the analysis by size only the 
smallest hotels group has a higher percentage of gross profit earned 
from beverages than from food. This group, which includes hotels with 
10-14 bedrooms, contains those hotels whose main revenue source is 
their bars and inexpensive food is offered in order to attract increased 
bar sales. They were more in the nature of public houses, with some 
accommodation facilities. In all the other groups food has consistently 
produced a greater percentage return than beverages.
When analysed by single room rate all the groups show food to be 
producing a higher percentage on sales than beverages.
Both size and single room rate show the trend that the larger, more 
expensive hotels are achieving the higher percentages on food and beverages.
There is a greater fluctuation in gross profit for food, than there is in 
gross profit for beverages. This is due to the standardisation of the 
beverage product and service, whereas the production of food and its service 
has a greater flexibility in content.
Single room rate has the most dominant affect on gross profits, more 
dominant than location or size.
In order to discover if these trends continue, the gross profits are 
compared by setting the locational groups, and analysing them by size and 
single room rate.
TABLE 38: Gross profit percentages analysed by location to size
Number of Bedrooms
10-49 50-99 100-150 151 & over Total
average average , average average average
% i i i %
Seaside:
Food 60 55 63 - 58
Beverages 56 52 58 . — 54
City & Urban:
Food 60 60 60 66 61
Beverages 50 53 53 56 52
Rural;
Food 56 62 63 — 56
Beverages 65 51 46 — 52
Totals:
Food 59 55 61 66 58
Beverage s 53 52 53 56 53
TABLE 39: Gross profit percentage analysed by location to
single room rate
Single Room Rate
£0-£b £9-£l5 £l6-£20 £21 & over Total
average average average average average
% . i i % %
Seaside:
Food 51 58 64 — 58
Beverage s 60 50 52 - 54
City & Urban:
Food 64 61 61 61 61
Beverage s 52 48 55 54 52
Rural:
Food 49 57 59 — 57
Beverages 46 53 55 — 52
Totals:
Food 56 58 61 61 58
Beverages 53 51 50 54 53
Horwath & Horwath'*’ give the average gross profit on food as 62.8% 
and on beverages as 67.5%o The higher figures reflect the fact that 
only the larger de luxe hotels were included. In the research project 
the only group to produce a larger gross profit percentage on beverages 
than on food was the seaside, lowest priced hotels group, all the other 
groups have a larger mark-up on food than on beverages.
As can be seen from Table 38 the gross profit percentage of 65% on
food would seem to be a margin of the past. Undoubtedly the reduction
in gross profit on food is the result of ever increasing food costs
without the ability to increase sales prices, with the customer having
2less disposable income than in previous years • The average gross profit
'l
on beverages has risen in the past seven years and in view of the 
profitability hotels should try to increase this area of their sales.
Net profit margins
The net profits of the hotels were analysed on the same basis as the gross 
profits in order to see if trends followed through from the gross profit 
to the net profit or whether location, size or single room rate had any 
significant effect on the running costs of the participating hotels.
The net profit percentages have been calculated from the total turnover 
figures given, less the total operating costs. Some of the questionnaires 
that were not used were discarded because it was found that the total 
operating costs did not add up to the sum of individual costs; and in 
other cases because the totals made a nonsense with the total turnover 
figures; where only one analysed cost was omitted an estimate was inserted 
for the missing figure. The hotels whose costs were greater than their
1 United Kingdom Lodging Industry, 1979 op cit p.5
2 Chapter V, Figure 5 , p. 62
3 Horwath & Horwath, Worldwide Lodging industry, 1977 p. 16
revenue - they were operating at a loss - have been included for 
Tables 40, 41, 42 and 43* There were two hotels of this type amongst 
the replies received.
Net profit does not account for any taxation to be paid, nor for any 
appropriations of profit.
TABLE 40: Net profit as a percentage of turnover, analysed by
location, size and single room rate
Location
Total
17%
Seaside
18.656
| City 
17
Sc Urban
.9%
Rural
15.956
Number of Bedrooms 
Total
17%
10-49 
15.9%
50-99 
19 *5%
100-150
19.556
150 & over 
16.6$
Single Room Rate 
Total
v r t
£0-£8
16.7%
£9-£l5
22.3$
£l6-£20
15.55^
£21 & over 
14.356
Seaside hotels are producing the highest net profit to turnover, when 
the hotels are analysed on a locational basis. This is the result of 
the sample having a majority of seaside hotels which did not close for 
the winter. The managers of the seaside hotels felt that they had the 
advantage over other locations of customers staying for longer periods 
of time, and by advance bookings permitting the hotels to plan ahead. 
These two facts, together with their seasonality help cost control, and
wage cost levels are easier to predict and control. The city & urban
and rural hotels attract short and overnight stays, this fluctuating
trade makes cost control and planning far harder.
The trends for the analysis by size and single room rate were not so 
obvious and so the sample is further analysed into ten groups of ten 
hotels in Figure 12.
Hotels in size groups, 10 hotels per group. Group 1 is the smallest hotels group.
Figure 13: Net profit percentages to turnover
By price level
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Hotels in price level groups, 10 hotels per group. Group 1 is the lowest priced 
hotels group.
When analysed by size the hotels show the highest profits in the 
middle sized group of hotels. The analysis by single room rate shows 
a drop in net profit as it increases from £9 onwards.
The extent to which these two trends could be attributed to their
occupancy rates is now shown in Table 41*
TABLE 41: Analysis of net profit percentages to turnover
alongside the occupancy percentages for the hotels, 
analysed by location, size and single room rate
Location
Total
1756 70$
Seaside
Net
Profit Occupancy
19% 72%
City & Urban 
Net
Profit Occupancy
18$ 72$
Rural
Net
Profit Occupancy
16$ 67$
Number of Bedrooms 10-49 50-99 100-150 151 & over
Net Occu- Net Occu- Net Occu­ Net Occu-
Total Profit pancy Profit pancy Profit pancy Profit pancy
17 7° 70$ w °  707° 18$ 72$ 20$ 68$ 16$ 65$
Single Room Rate £0-£8 £9-£15 £l6-£20 £21 & over
Net Occu- Net Occu- Net Occu­ Net Occu-
Total Profit pancy Profit pancy Profit pancy Profit pancy
1756 707° 1756 65% 22$ 69% 16$ 73% 14? 72$
When analysed by location those hotels with the highest net profit 
percentages are also the hotels with the highest occupancy percentages.
When analysed by the size of hotel the two trends are similar, with net 
profits being highest for the middle sized hotels and lowest for the smallest 
and largest hotels. Occupancy follows the same pattern when analysed by 
size of hotel. The analysis by single room rate shows that although the 
occupancy percentages are above average for the highest priced hotels, the 
net profit percentage is lower for these groups than the average net profit 
figure. This is due In part to the better service offered by the more 
expensive hotels, as shown in Table 31, Chapter V of this project. Other 
contributing factors would appear to be the higher depreciation figures
for the better quality of furniture and fittings, glass and china, 
as shown in Table 17, Chapter IV,
Looking at Figures 10 and 12 it is obvious that there is no correlation 
between gross profit and net profit percentages to turnover. Gross profit 
relates to the food and beverage areas of the hotel 011I35 with the result 
that the volume of room sales is not taken into account. Net profits 
reflect the whole of the hotel operations and therefore no relationship 
should be expected between gross and net profit percentages to total 
turnover,
TABLE 42: Analysis of net profit percentages to turnover alongside
the accommodation percentage of sales mix, analysed by 
location, size and single room rate
Location Seaside City & Urban Rural
Total
Net % Room 
Profit Sales
Net * Room 
Profit Sales
Net * Room 
Profit Sales
17* 38* 19% 43$ 18* 38* 16* 37$
Number of Bedrooms 0-49 50-99 100-150 151 & over
Total
Net % Room 
Profit Sales
Net % Room 
Profit Sales
Net * Room 
Profit Sales
Net * room 
Profit Sales
17$ 38$ 16% 36$ 18* 38* 20* 42* 16* 44*
Single Room Rate £0- £^8 £9-£15 £l6-£20 £21 & over
Total
Net % Room 
Profit Sales
Net * Room 
Profit Sales
Net <% Room 
Profit Sales'
Net * Room 
Profit Sales
17% 38# 17$ 39$ 22* 36* 16* 39$ 14$ 45*
There is a definite correlation between net profits in location and size and 
the percentage of total revenue attributed to accommodation. The greater the 
percentage of sales from accommodation, the higher the net profit. When 
analysed by single room rate the net profit appears more influenced by the 
percentage of revenue earned from food sales. This can be attributed to 
the fact that the lower priced hotels rely on their restaurant trade to
a greater extent than the higher priced hotels. This is analysed 
further in Figure 14 where the hotels are used in ten groups of ten 
hotels.
The further analysis shows that the correlation between the.net profit, 
percentage achieved and the percentage of revenue that is earned from 
accommodation is clear, when analysed by the size of hotel, other than 
the smaller units. The comparison between the two when analysed by 
the single room rate of the hotel shows a clear correlation except for 
the larger hotels where the profit percentage is lower than average 
yet the accommodation percentage of revenue is higher. This is partly 
due to the additional wages paid by the larger hotels, for the many 
individuals that they employ, who are not required by the smaller units, 
for example departmental managers.
The net profit percentages are now analysed by location in relation to 
the size and single room rate of the hotels, in order to see if the 
trends continue.
TABLE 43: Net profit percentages by location to size and
single room rate
Number of Bedrooms
Total
10-49
average
50-99
average
100-150
average
151 & over 
average
% % % % %
Seaside 18.6 20.4 15.9 20.1 -
City & Urban 17.9 12.7 22.0 20.4 16.6
Rural 15.9 16.0 17.8 11.2 -
Total 17.31 15.9 19.5 19.5 16.6
Total
Single Room Rate
£0-£8
average
£9-£l5
average
£16-£20
average
£21 &• over 
average
%. % % % %
Seaside 18.6 17.3 20.1 20.3 -
City & Urban 17.9 10.7 29.9 16.2 16.1
Rural 15.9 17.2 15.2 10.9 1.1
Total 17.31 16.7 22.3 15.5 14.3
This break down of the analysis reveals that the city and urban groups 
follow the trends shown in Figure 13 , whereas the seaside hotels have 
shown an opposite trend. It was felt that the occupancy of the hotels 
was a major factor behind this. In order to look at the position further
the net profit percentages of the hotels are analysed for size and single
room rate, in groups of ten, alongside the relevant occupancy percentages 
in Figures 14 and 15.
Figures 16 and 17 show that where the single room rate is concerned the hotels
are very sensitive to the occupancy rate being achieved. The better the 
occupancy percentage the higher net profit being achieved by the hotel.
The size of the hotel does not have the same sensitivity to occupancy 
but as was shown in Table Jf3 the net profit percentage when analysed by
size is more sensitive to the sales mix of accommodation, since the 
larger hotels would seem to rely on their overnight customers for 
the greater part of their revenue. The two factors together, namely 
occupancy and sales mix, appear to be the factors that most influence 
the net profit percentages being achieved by hotels.
A further factor for consideration was the different management styles 
of the sample hotels. In the sample of 103 hotels, 27 were owner 
managed. Where a manager is appointed to manage an hotel, he will 
have either a formal training or direct experience of working in the 
hotel industry. An owner/manager may not have any form of training 
nor any work experience in the hotel industry, in this case it seemed 
that their enthusiasm and determination to succeed compensated for 
their variety of backgrounds. Appendix V shows the distribution of 
owner/managed hotels throughout the sample. In Table 44 the net 
profits achieved by these hotels are looked at alongside the average 
net profits achieved by the different analysed groups.
Table 44 looks at the net profit percentages of turnover, achieved by 
owner/managers, alongside the average percentages of the sample. The 
owner managed hotels are analysed in Appendix Vj.
Net profit percentage --------- Accommodation percentage of
average 17% sales mix
average
Figure 15: Net profit percentages to turnover and accommodation percentage
of sales mix by price level of hotel in groups of ten
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Figure 17: Net profit percentages to turnover compared to
occupancy percentage by price level
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TABLE 44: Net profit percentages of the owner managed hotels
alongside the net profit percentages of the total 
sample hotels
Total 
Owner 
Managed Sample
Location
Seaside 
Owner 
Managed Sample
City & Urban 
Owner 
Managed Sample
Rural 
Owner 
Managed Sample
18# 17# 22% IS.6% US* 17.9* 17% 15.956
Total
Owner
Mngd Sample
Number of Bedrooms
10-49
Owner
Mngd Sample
50-99
Owner
Mngd Sample
100-150
Owner
Mngd Sample
151 & over 
Owner
Mngd Sample
18% 17% 19% 16% 21% 18% 9% 19% none 16.6^
Total
Owner
Mngd Sample
Single Room Rate
£0-£8
Owner
Mngd Sample
£9-£l 5 
Owner
Mngd Sample
£l6-£20
Owner
Mngd Sample
£21 & over 
Owner
Mngd Sample
18% 17% 22% 17% 17$ 22% H% 15* 41# 14.3#
These percentages of net profit on sales for owner managed hotels are 
compared with the other units in the sample. As may be seen there is very 
little difference between the two. The analysis by single room rate is 
producing a much larger net profit percentage in the cheaper and most 
expensive groups but compensating with a lower percentage in the middle 
price groups, and the location and size analysis are producing very similar 
patterns.
The owner managed hotels show a 9% low net profit percentage and a 
41$ high net profit percentage. The one with the low percentage 
would stress the job satisfaction of owning and running one*s own 
hotel; the one with the high percentage, a small, high price level, 
seaside hotel stressed the ability of an owner to keep a good 
control system under observation as well as maintaining contact with 
his staff and, therefore, receiving maximum effort from them. As the 
hotel was small he felt that his personal involvement with the 
customers also improved the percentage of return trade he received.
Perhaps the owner managed hotels follow a pattern similar to that of 
small firms: f,0n the one hand a source of vitality and renewal, on the
other a spectacle of inefficiency and delay, h*.
Certainly the net profits of the owner managed hotels produced more 
erratic figures than did the sample hotels as a whole.
1 Boswell J, The rise and decline of small firms, George Allen & Unwin 
Ltd, 1972, p.8.
Chapter VII
OCCUPANCY
Occupancy in hotels falls into two categories, room occupancy - the 
number of rooms used in.relation to the number of rooms available 
expressed as a percentage; and bed occupancy, where a similar' 
calculation is prepared for the number of beds occupied.
This chapter looks at the percentage occupancy achieved by the sample 
hotels, first for room occupancy and then for bed occupancy.
Occupancy is a major factor in an hotel1s ability to generate profits.
Since it is the occupancy of rooms and beds which produces the sales
volume. Hotels have a high percentage of fixed costs* and they need
the sales volume to cover these costs and to continue further in order
to make profits. The hotel Industry is market orientated - that is to
say they are in a situation where most problems arise on the revenue
side of the business and they have a high degree of dependence on market
demand for producing their sales. It has been stated that ”The
profitability of market oriented hotel and catering establishments is
2highly dependent on the volume of sales” • Since sales are produced 
by the occupancy of rooms and beds, occupancy is of great significance 
in the hotel industry. Once occupancy has reached the level at which 
the revenue produced has covered fixed costs, then the level of unit 
costs becomes so small that the major part of any additional revenue, 
from increased occupancy, is profit.
1 Appendix i n
2 Kotas, R Market orientation in the Hotel and Catering Industry,
Surrey University Press, 1975* p.20.
The chapter also looks at the effects of seasonal operations on 
occupancy figures and the net profits of the analysed hotels alongside 
the occupancy of the same analysed groups of hotels*
Table 45 analyses the hotels into groups for location, size and single 
room rate and shows the occupancy achieved within those groups*
TABLE 45: Room occupancy percentage figures analysed by
location, size and single room rate
Location
Total Seaside City & Urban Rural
% % % %
69.7 71.5 71.5 66*5
Numlaer of Bedrooms
Total 10-49 ,50-99 100-150 151 & over
% % % % %
69.7 70 72 68 \ 65
Single Room F.ate
Total £0-£8 £9-£l5 £16-£20 £21 & over
%
69.7
fo
65
%
69
%
73
%
72
It appeared that the seaside and city and urban hotels enjoyed a 
better rate of occupancy than the rural hotels and that the size 
and single room rate followed the same patterns for occupancy as 
they had for net profits with the centre groups attracting the 
higher occupancy rates'*'.
The groups for size and single room rate were then further analysed 
into groups of ten hotels to see if this trend persisted.
Location was then further analysed for size and single room rate 
to see if these similarities continued, and it was found that the 
analysis by size followed the same trends, whereas against single 
room rate they were very different again.
1 Chapter VII, Table 48
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This analysis shows that where the size of the hotel is the basis 
of analysis, the hotels which are neither very large nor very 
small tend to have a better occupancy rate. This trend does not 
quite apply when they are analysed by single room rate. Here 
there is no significant relationship between the single room rate 
and occupancy rate, however the cheaper hotels have shown the lower 
occupancy percentages, with the more expensive hotels having a 
higher occupancy percentage.
Table 46 looks at the effect of location in relation to the size 
and single room rate of the hotel, to see if the trends of Table 45 
continue when analysed in this way.
TABLE 46: Room occupancy analysed by location in relation to
size and single room rate
Number of Bedrooms
Total 10-49 50-99 100-150 151 & over
f % • % % %
Seaside 71.5 81 68 65 61.
City & Urban 71.5 69 74 74 67
Rural 66.5 68 72 45 - •
69.7 70 72 68 65
Single Room Rate
Total £0-£8 £9-£l5 £l6-£20 £21 & over
% % % % %
Seaside 71.6 71 68 75 -
City & Urban 71.5 - 70 74 73
Rural 66.5 61 68 69 60
69.7 6 5 69 73 72
When budgeting, occupancy percentages have a large influence on sales, 
and therefore profit predictions, and the two patterns achieved - 
net profit and occupancy percentages - are shown together in Table 51. 
It was then decided to look deeper at these figures, to see if rooms 
were being under-occupied, ie double rooms let as single rooms. The 
following tables show bed occupancy percentages analysed between the 
sample hotels.
TABLE 47 • Bed occupancy percentages analysed by
location, size and single room rate
Location
Total Seaside City & Urban Rural
% % % %
59 56 60 58
Number of Bedrooms
Total 10-49 50-99 100-150 151 & over
% % % % %
59 61 58 60 45
Single Room Rate
Total £0-£8 £9-£l5 £l6-£20 £21 & over
% % % % %
59 57 58 61 59
Although the seaside hotels shared the best room occupancy with the 
city and urban hotels, their group showed the lowest bed 
occupancy. This is probably attributed to the fact that 
they attract family guests and provide rooms with two or more beds, 
which are not fully utilised. The city and urban hotels have the best 
occupancy for beds, probably due to their more convenient positioning 
for the casual passing traveller than the rural hotels* When analysed 
by size the smaller hotels have a better bed occupancy than the very 
large, but there was no significant trend on this analysis which is 
further analysed in Figure 19, in ten groups of ten hotels. The analysis 
by single room rate shows the better occupancy being achieved by the
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When analysed for size, apart from groups 3 and 9, the trend 
is for the larger hotel, the lower the bed occupancy percentage that 
is achieved. With so high a proportion of their costs being fixed'*’, 
this will put the profits of the larger hotels at risk. The analysis 
by single room rate showed no significant relationship between single 
room rate and occupancy. Here again the more expensive hotels had 
some of the highest occupancy figures. The analysis is continued in 
Table 48 which looks at size and single room rate in relation to' the 
location of the hotel.
TABLE 48: Bed occupancy percentages in relation to 
location, size and single room rate
Number of Bedrooms
Total 10-49 50-99 100-150 151 & over
% % t % %
Seaside 56.3 68 55 55 39
City & Urban 59.6 59 65 62 48
Rural 58.3 60 53 60 -
58.6 61 58 60 45
Single Room Rate
Total £0-£8 £9^15 £l6-£20 £21 & over
% i % % %
Seaside 56.3 55 54 60 -
City & Urban 59.6 - 60 61 58
Rural 58.3 58 57 61 65
58.6 57 - 58 61 ' 59
1 Appendix IV
The analysis in Table 48 shows the trend of the larger hotels to 
have a lower occupancy percentage is true for both the seaside and 
city and urban groups but not true of the rural hotels. Here the 
larger hotels in the sample were achieving similar occupancy success 
to the smaller hotels and although their average occupancy is better 
than the seaside hotels, they have not the same high areas of 
occupancy achievement. The single room rate analysis again shows 
no significant relationship with occupancy percentages, but the higher 
priced hotels are achieving the better occupancy percentages.
Besides the effects of location, size and price level, occupancy 
rates are further affected by the seasonality of hotels. There are 
thirty-three hotels in the sample who stated that they operated a 
season from April to October. The occupancy percentages of these 
thirty-three hotels are analysed in Tables 49 and 59-
TABLE 49: Season and off-season room occupancy percentages
in relation to location, size and single room rate 
for the seasonal hotels in the sample
Number of Bedrooms
SEASON Total 10-49 50-99 100-150 151 & over
% % i i %
Seaside 88 98 82 95
City & Urban 81 83 67 78
Rural 86 87 84 9°
85 88 81 85
OFF-SEASON
Seaside 52 55 40 55
City & Urban 59 53 51 74
Rural 50 46 69 30
53 51 54 58
Single Room Rate
SEASON Total £0-£8 £9-£15 £l6-£20 £21 & over
* % % % %
Seaside 88 80 87 93 -
City & Urban 81 - 82 - 76
Rural 86 86 86 88 -
85 84 • 85 90 76
OFF-SEASON
Seaside 52 20 55 65 -
City & Urban 59 - 57 - 72
Rural 50 32 60 55 -
53 29 58 59 72
Room occupancy percentages drop on average by 38% in the off-season. The 
loss in the percentage is less for the city and urban hotels, who are less 
affected by holiday customer trade and also can offer conferences during 
the winter.
The highest room occupancy rates were being achieved by the smallest 
seaside hotels in the season and the largest city and urban hotels in 
the off-season. This could be the result of attracting holidaymakers in the 
summer and the city conferences in the winter.
The lowest rates of room occupancy were achieved by the large rural 
hotels in the off-season, where attracting conference trade is difficult 
and the cheaper seaside hotels which have no such facilities and attract 
resort customers.
Seasonality is an important feature of hotels, since it restricts the 
earning ability of an hotel, but allows a more flexible attitude to 
cost control. The hotels who have off-season periods must be able to 
earn sufficient revenue during their seasons to cover the costs of both 
the season and any shortfall of revenue in the off-season. For this 
reason the season^ occupancy is of great importance. As the average 
season is of six months in the sample hotels, the average overall 
occupancy being achieved by the seasonal hotels in the sample is 69.3$, 
only slightly lower than the average of the total sample.
When analysed with the size of the hotel in relation to the location, 
the seaside hotels are achieving the highest seasonal occupancy percentages. 
This is the result of their holiday resort position. The city and urban 
hotels which are seasonal have the lowest season*s occupancy percentages 
but this is compensated for when taken with their off-season occupancy 
percentages; in this category the city and urban hotels have the highest 
occupancy percentage, due to the conference trade that the larger towns 
attract.
The analysis with the single room rate in relation to location, shows the
higher priced hotels achieving the better season1s occupancy 
percentages for seaside and rural hotels, whereas the city and urban 
medium priced hotels are achieving the better occupancy percentages. 
This is possibly due to the holidaymaker element in the customers of 
seaside and rural hotels.
The trends of bed occupancy are analysed in Table 50.
TABLE 50: Season and off-season bed occupancy analysed in relation
to location, size and single room rate, for the seasonal 
hotels in the sample
Number of Bedrooms
SEASON Total 10-49 50-99 100-150 151 & over
% i i % %■
Seaside 71 95 69 60
City & Urban 73 79 60 74
Rural 72 78 64 60
72 80 65 67
OFF-SEASON
Seaside 36 60 28 43
City & Urban 48 53 41 48
Rural 44 39 52 60
42 43 39 50
Single Room Rate
SEASON Total £0-£8 £9-£15 £16—£20 £21 & over
% i % i %
Seaside 71 70 78 60 -
City & Urban 73 - 80 - 49
Rural 72 80 69 71 -
72 77 75 66 49
OFF-SEASON
Seaside 36 17 46 45 -
City & Urban 48 - 50 - 47
Rural 44 27 49 59 -
42 24 49 53 47
Here the seaside hotels had the lowest bed occupancy percentage both for 
the season and the off-season and also it is a seaside hotel that showed
the lowest rate in the off-season for any of the analysed groups.
Those hotels with a seasonal trade show a drop in their occupancy in 
the off-season. Where trade is seasonal the decision whether to 
close during the off-season has to be taken. Three hotels in the 
sample close during the winter months. From a financial view point 
if the off-season makes any contribution towards the fixed overheads 
of that period then closure is inadvisable. The hidden losses such 
as loss of custom during the season; cleaning and decorating on 
re-opening and staff retainer fees all become additional costs to the 
costs of closing. Besides the financial implications of closing, 
there are the practical problems - for example staffing: it is not
so easy to have good staff who are having their employment disrupted 
for several months each year. Where the hotel activities are cut back 
in the off-season then the key members of staff may be employed through­
out the year. Also closing a building completely during the winter 
months can cause damage to the furniture and fittings and in severe 
conditions to the structure too. The managers who closed for two to 
three months favoured a resident caretaker and a minimal heating supply 
to protect the fabric. The majority of seasonal hotels taking part in 
the survey stated that they preferred to stay open on a limited basis and 
would utilise the time for redecoration and, where possible, any building 
work.
The past occupancy figures are a guide only and any "special” reasons 
for the fluctuations in past years must be closely examined, since this 
figure will have an effect on all financial budget figures. Managers 
were well aware of the impact of good occupancy figures and the years 
1976 and 1977 were remembered as outstanding for this. The summers, the
best ever recorded sunshine hours, together with the QueenTs Jubilee 
Year attracted tourists in great numbers. The hotel industry benefited 
as a whole, and outside influences can have far reaching effects on 
occupancy figures. Advertising, reputation and customer satisfaction 
may affect the way in which hotels share the market but the size of the 
market is the result of influences beyond the control of hotel managers, 
such influences have a great financial effect. Where the rate of 
exchange for the pound is poor, numbers of foreign visitors will be 
reduced, so that a strong pound has a restraining effect on tourists, 
and occupancy will need to be made up by more home customers who are at 
the same time finding overseas holidays cheaper.
Managers may well find that maintaining their occupancy at a good level 
will produce problems in the present economic climate, this in turn will 
effect the profits that the hotels can make. Table 41 looks at net 
profit alongside the occupancy percentages. This comparison is also shown 
on Figures 16 and 17, page 93* Tables 51 and 52 analyse net profit and 
occupancy further to show any effect on their relationship that can be 
attributed to location.
TABLE 51: Occupancy percentages alongside net profit
percentages analysed by location to size
Number of Bedrooms
Total 10-49 50-99 100-150 151 & over
Seaside:
% % : % % %
Occupancy 72 81 68 65 61
Net Profit 19 20 ; 16 20
City & Urban:
Occupancy 72 69 74 74 67
Net Profit 
Rural:
18 13 32 20 17
Occupancy 67 68 72 45 45
Net Profit 16 16 18 11
Occupancy 70 70 72 68 68
Net Profit 17 16 20 20 17
As can be seen for location the lower occupancy figure of the rural hotels 
results in a lower net profit percentage. However, when analysed further 
against size there are groups for which this is not true in the city and 
urban location. It would, therefore, seem that the effect of occupancy 
to the net profit levels when analysed by the size, is not the only 
influential factor. The single room rate of the hotel must also be taken 
into account and this is examined in Table 52,
TABLE 52: Occupancy percentages alongside net profit
percentages analysed by location to single room rate
Single Room Rate
Total £0—£8 £9-£15 £l6-£20 £21 & over
Seaside:
i efJO i % i
Occupancy 72 71 68 75 -
Net Profit 19 17 20 20 -
City & Urban:
Occupancy 72 - 70 74 75
Net Profit 
Rural:
18 11 30 16 16
Occupancy 67 61 68 69 60
Net Profit 16 17 15 11 1
Occupancy 70 65 69 73 72
Net Profit 17 17 22 16 14
Location to the single room rate shows consistently that the better the 
occupancy rate, the better the net profit percentage being achieved, 
as already shown in Figure 17, Chapter VI. This relationship is not 
altered where the location differs.
Since there is a strong relationship between the occupancy percentage and 
the net profit percentage achieved by hotels, it would appear that the 
endeavours-to increase occupancy should be increased and that maybe the 
amount spent on advertising is insufficient.*
Care must also be taken to use the hotel premises to their maximum income 
producing ability. ”The hotel industry (is) concerned with the utilisation
o
and sale of space.”
1 Chapter IV, Table 28 p.55
2 Beavis J, Report on the Inter Hotel Comparisons 1971, 72, p.23.
There are areas in an hotel which will produce income in relation 
to occupancy, ie bedrooms; restaurants; bars; and other areas 
that are not income producing but are nevertheless necessary for the 
support of the income producing areas.
It was observed in the older style of hotel visited that there were lounges 
which appeared to be unproductive from an income view point; in the 
more dynamically managed hotels even the wall space on the stairs was 
income producing with display cabinets from local stores which had 
been carefully selected to be attractive as well as an economic 
addition.
Fifty-three hotels completed the floor area analysis and the following 
figures resulted:
TABLE 53: Breakdown in floor area used
Bedrooms - Guest 52.5$
Staff 3.2$
Reception 3.7$
Restaurants 10.4$
Kitchen & Stores . 7.0$
Bars & Cellars 8.5$
Public Rooms 6.3#
Other Areas 8.4#
100.0#
This shows that on average 71# of the floor area of an hotel is income 
producing and 29# has a supporting role in terms of earning revenue.
It would seem that if more of the supporting areas can be used as 
income producing then the profit potential could be increased.
profits, against their income producing floor area percentages. 
TABLE 54: Net profits to income producing floor areas
Groups in ascending
net profit order 1 2 3 4 5 6 7 8 9 10
Income producing floor
area percentages 59 72 68 71 70 71 73 80 73 73
(average 71%)
Shown below in Figure 22.
’ 1T is the group with the lowest net profit earned and group 110* has 
the highest net profits earned.
The comparison shows a trend of higher net profits being achieved by 
those hotels with the higher percentage of income producing floor areas.
Where this Table is considered together with Table 51, it can be seen 
that where an hotel has a high percentage of its floor area, and 
obtains high occupancy of those areas, then it will be achieving a 
high net profit percentage.
Figure 22; Net profits to income producing floor areas
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Chapter VIII 
FOOD AND BEVERAGE SALES STATISTICS
Hotels obtain their revenue by offering accommodation and also food 
and beverages, together with certain other services*. Food and 
beverages are offered both to the customer who is resident and to the 
general public wishing for food and beverage only, without the 
accommodation facility. This chapter looks at the food and beverage 
facilities of the hotels in the sample, and analyses the seating 
capacity and the occupancy obtained of the seating capacity. It also 
analyses the customers1 average spending power on food and beverages 
at both luncheon and dinner time.
It has been shown that there is a direct link between disposable income
and the amount of that income that an individual is prepared to spend 
2
on "eating out11 • Since the disposable income of an individual in 
1978 had suffered a cut-back for two years the information received 
from the sample hotels in the food and beverage area is of particular 
interest. The statistics analysed were influenced by those used in other 
publications, as described in Chapter 1^.
Food and beverage activities utilise an average of 25% of the floor area 
completely, and also share the facilities of a further 17%^• At the same 
time they produce an average of 57% of the revenue*. The latter
1 Chapter III Table 11 Sales mix, p.33.
2 Medlik S, Profile of the Hotel and Catering Industry, Heinemann,
1972, p.110.
3 Chapter V, Figure 5, p.62.
4 Chapter I, pp. 5-10.
5 Chapter VII, Table 52, p.112.
percentage of 57% of total revenue is considerably higher than one 
would expect having regard to the revenue statistics for international 
hotel operations. This difference is due to the different nature of 
the hotels in the sample, most of which are considerably smaller than 
the hotels used in international statistics, and rely for their income 
on food and beverage sales to a much greater extent than the larger 
hotels referred to in Table 52*. This area of activity is a fundamental 
ingredient of hospitality.
1 Chapter VII, Table 52.
Figure 23: Sales mix percentage of food and beverage shown with
floor area usage for food and beverage operations 
by size of hotel
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Figure 24: Sales mix percentage of food and beverage operations
shown with floor area usage for food and beverage 
operations by price level of hotel
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Figure 22 looks at these percentages with the sample hotels split into 
groups of ten* There seems to he a positive relationship between the 
area utilised by the food and beverage operations, and the percentage 
of food and beverage revenue produced from that area. It shows that 
the larger and more expensive the hotel, the lower the food and beverage 
operation contribution to the whole hotel operation. However, it should 
be made clear that the size of area allocated to food and beverage 
operations has in itself no influence on food and beverage sales. The 
relationships which are shown here reflect the difference in the nature 
of the hotel operation as between small units and large units. In other 
words it is essential to distinguish room biased operations from food and 
beverage biased operations. The relationship is more obvious when the 
hotels are analysed by single room rate, as the more expensive hotels are 
reliant on their accommodation revenue, then they correspondingly utilise 
less space for their food and beverage operations. A similar position 
exists when the hotels are analysed by size, here again the larger hotels 
are less reliant on their food and beverage operations. The amount of 
revenue produced in the food and beverage area must be affected by the 
seating capacity of the restaurant, and the space available for the bar. 
Table 55 looks at the seating capacity of the sample hotels, analysed by 
location, size and single room rate. The seating provided varied from 
24 to 272 seats.
TABLE 55: Restaurant seating capacity by size of hotel
Number of Bedrooms
10-49 50-99 100-150 151 & over
60 100 135 162
As can be seen from Table 55 the larger the hotel the higher the number 
of available restaurant seats* This trend for the size of hotels is 
further examined in groups of ten, and the ratio of the number of available 
restaurant seats to the number of bedrooms in the hotel is obtained.
TABLE 56: Seating capacity of the restaurants in relation to number
of bedrooms
1 2 3 4
GROUP 
5 6 7 8 9 10
Average number of 
bedrooms in each 
batch 12 18 24 29 37 60 78 107 121 219
Average seating 
capacity in each 
batch 34 57 66 58 66 110 106 128 131 133
Ratio of number of 
seats to number 
of bedrooms 2.9 3.1 2.7 lo9 . OO t-
L . 00 1.4 1.2 1.1 0.6
This shows that the smaller hotels make a greater provision for customers 
in their restaurants than the larger hotels do.' This is due to the fact 
that the smaller hotels rely on their restaurant revenue to a greater 
extent than do the larger hotels. The number of covers sold in relation 
to the available seats will reflect the revenue earned from the food and 
beverage area of the hotel, and this seat occupancy is analysed in 
Table 57 •
TABLE 57: Restaurant average seat occupancy by location,
size and single room rate
Average
57
57
57
Location
Seaside City & Urban Rural
54 60 55
Number of Bedrooms
10-49 50-99 100-150 151 & over
54 62 60 45
Single Room Rate
£0-£8 £9-£l5 £l6-£20 £21 & over
52 58 56 57
Whereas the occupancy rates of the available seats are best for the middle 
range of hotels by size; the occupancy when analysed by single room rate 
shows very little variation from the average occupation percentage •
The average seat occupancy - Sl% - is less than the average bed occupancy -
59io" - or average room occupancy'*', and one reason for this would seem to be
that many managers consider their food and beverage operations as secondary
to the accommodation facilities* However, since the revenue produced by
2
the food and beverage area is 5tyo of the total revenue , any improvement in 
the occupancy of the restaurant would add to the total net profit, since 
the facilities are already available*
The spare capacity in the restaurants is not easy to fill, since it is an
area which operates at a considerably higher percentage of variable cost,
and therefore bargains are hard to offer* Bargain break weekends help the
spare capacity for accommodation but little effort appears to be made to 
provide ,rbargainn food and beverage facilities*
1 Chapter VII, Table 47, p.104.
2 Chapter III, Table 11, p.33.
in the forms of seats to number of bedrooms; alongside the percentage 
of revenue earned from accommodation sales.
Figure 25: Seat occupancy to percentage of sales for
accommodation
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This figure shows that the relationship of seats taken in the restaurant 
to the number of bedrooms falls as the importance of accommodation 
sales in the hotel rises.
Tables 58 and 59 look at the average spending power per customer for 
the available seats at luncheon and dinner*
TABLE 58: Sales per available seat at luncheon in £s
by location, size and single room rate
Location
Seaside City & Urban Rural Total
£ £ £ £
Food 3.5 6 3.75 3.58 3.65
Beverage 1.09 1.08 0.90 1.01
Number of Beerooms
Total10-49 50-99 100-150 151 & over
£ £ £ £ £
Food 3.40 3.69 4.07 3.85 3.65
Beverage 0.95 0.81 1.48 0.72 1.01
Single Room Rate
£0-£8 £9-£l5 £16—£20 £21 & over Total
£ £ £ £ £
Food 3.19 3.61 3.82 5.14 3.65
Beverage 1.21 0.72 1.02 2.14 1.01
The revenue produced from the restaurant is dependent not only upon the 
occupancy of the available seats, but also upon the average spend per 
available seat. Table 58 analyses the sales per available seat in the 
restaurant.
No one analysed group of hotels varied greatly from the averages for food 
and beverages at luncheon; only the high priced hotels were 30% above 
the average, and no group showed a similar decrease. This consistent 
average spending power of around £3*65 would indicate the amount a 
customer expects to spend on his luncheon and only in the very expensive 
surroundings of the top priced hotels is he prepared to spend more.
Table 59 analyses the same figures looking at the locational groups 
alongside the size and single room rate in order to see if the trend 
continued.
TABLE 59: Further analysis of restaurant average sales per
seat at luncheon in £s by location to size and 
single room rate
Number of Bedrooms
10-49 50-99 100-150 151 & over Total
£ £ £ £ £
Seaside:
Food 3.28 3.26 | 3.73 - 3.56
Beverage 2.13 0.82 0.40 - 1.09
City & Urban: 
Food 2.90 3.99 4.15 3.85 3.73
Beverage 0.74 0.94 1.70 0.72 1.08
Rural:
Food 3.62 3.09 4.07 - 3.58
Beverage 0.95 0.58 1.00 — 0.90
Total:
Food 3.40 3.69 4.07 3.85 3.65
Beverage 0.95 0.81 1.48 0.72 1.01
Single Room Rate
£Q-£8 £9-£l5 £l6-£20 £21 & over Total
£ £ £ £ £
Seaside:
Food 3.55 3.49 3.73 - 3.56
Beverage 1.75 0.70 0.90 - 1.09
City & Urban:
Food 3.66 4.42 3.76 5.14 3.73
Beverage 1.00 0.61 0.96 2.14 1.08
Rural:
Food 2.43 3.53 4.07 - 3.58
Beverage 0.50 0.83 1.75 — 0.90
Total:
Food 3.19 3.61 3.82 5.14 3.65
Beverage 1.21 0.72 1.02 2.14 1.01
This showed a continuing even rate of average spending power for 
food and beverages. Again only the high priced area shows any 
significant variance from the average. With beverages the small 
seaside hotels enjoyed the highest customer spending power, and 
the average spending power on beverages was also above average for 
the cheaper seaside hotels and the larger and most expensive city 
and urban hotels, with the rural more expensive hotels. The reason 
for this would seem to be the public bars in the seaside hotels 
attracting passing trade and the higher priced hotels offering 
cocktail bars and more expensive beverages.
Figures 24 and 25 analyse these figures in groups of ten hotels.
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Figure 27: Sales per available seat at luncheon by single room-
rate of the hotel
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Figures 24 and 25 show the average spending power at luncheon on food 
and beverages analysed by size and single room rate in equal groups.
When analysed by size it appears that there is very little variance 
in the amount spent on food and that the variances do not depend upon 
the size of the hotel; for beverages the variance is also very small, 
with just one group producing a spend that is double the average.
Again there appears to be no definite trend on the size of the hotel; 
the pattern for drink by the single room rate of the hotels is very 
much the same as the size analysis. However, for food the single room 
rate analysis follows a very different path to the analysis.for size, 
with the most expensive overnight stay hotels having the largest 
lunchtime average spending power per customer.
From the information available it seems that it is the medium sized 
hotels that tend to have the lowest average spending power per available 
seat, probably due to the fact that the smaller, cheaper hotels have 
the spending on food assisted by the sales of beverages. In the case of 
the largest and most expensive units we have the natural effect of 
higher prices.
Figure 26 shows the total average spending power per available seat for 
food and beverage at luncheon against the hotels in 10 size groups.
The Figure shows that there is a tendency towards a higher average spend 
as the hotels increase in size once the smallest groups with pub food 
facilities have been passed.
Figure 28: Total average spending power at luncheon per
available seat
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TABLE 60; Percentage of average spending power per available 
seat at luncheon attributable to food and beverage 
sales
Location Total
AverageSeaside Citv & Urban Rurali i % %
Food 76 78 80 78
Beverage 24 22 20 22
Number of Bedrooms Total
Average10-49 50-99 100-150 151 & over
i i i i . J
Food 78 82 73 84 78
Beverage 22 18 27 16 22
Single Room Rate
Total
Average• £0-£8 £9—£15 £l6-£20 £21 & over
% % % % %
Food 73 83 79 71 78
Beverage 27 17 21 29 22
When analysed on a locational basis the rural hotels earn the highest 
percentage of luncheon revenue for food sales and the seaside hotels have 
the highest percentage of their luncheon revenue earned from beverages. 
However, all three location groups show very little variation from the 
average percentages, which are 7W° of luncheon revenue earned from food 
and 22f0 earned from beverage sales. On a size based analysis there is 
no consistent trend, and only a very small divergence from the average 
by all the groups. The analysis by single room rate shows that apart 
from the lowest price group the more expensive a hotel becomes the greater 
the percentage of luncheon revenue is earned from beverage sales. This 
is due to a higher level of prices. However, even the most expensive 
hotels earn less than one-third of their luncheon revenue from beverages.
Table 61 analyses the spend per available seat at the evening meal,
TABLE 61: Restaurant average sale per available seat at dinner
in £s by location, size and single room rate
Location Total
AverageSeaside City & Urban Rural
£ £ £ £'
Food .4.56 4,47 4,56 4,55
Beverage 1,25 1,77 1.30 1-43
Number of Bedrooms Total
Average10-49 50-99 100-150 151 & over
£ £ £ £ £
Food 4-31 4.34 4.73 6.19 4.55
Beverage 1.31 1.20 1.44 2.34 1.43
Single Room Rat a Total
Average£0—£8 £9-£l5 £l6-£20 £21 & over
£ £ £ £ £
Food 4.14 4.58 4.93 5.16 4.55
Beverage 1.37 1.30 1.89 1.34 1.43
~ + 4—f—j—!•—p W "t+'‘-f -1- H  -t- H ~r r -H-
00
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average £4*55 average £1.43
Included in group 8 are two hotels with low restaurant seating and good bar 
facilities. In group 4 there is one hotel with very little bar sales.
Figure 30: Sales per available seat at dinner by single room rate
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When analysed by location there is very little variance in the 
average spending rate at dinner. When analysed by size and single 
room rate only the very large and the most highly priced hotels 
showed any significant change from the average.
As with the luncheon average spending power it would seem that the 
customer has a figure he is expecting to spend on dinner, in this 
case around £4.559 and unless he is prepared to go to the larger 
more expensive hotels, he expects to spend approximately £4«55 
whatever type of establishment he frequents. The amount of average 
spending power increases as the hotels get larger, and more expensive, 
this seems to reflect the type of dinner that the customer expects to 
receive at the hotel he chooses.
The percentage of revenue earned from food and beverages is analysed 
in Table 62.
TABLE 62: Percentage of average spending power per available
seat at dinner attributable to food and beverage 
sales
Location
Total
AverageSeaside Gity & Urban Rural
% i ~i i
Food 78 7.2 78 76
Beverage . 22 28 22 24
Number of Bedrooms Total
Average0-49 50-99 100-150 151 & over
% i i i %
Food 77 78 77 73 76
Beverage 23 22 23
-
• 27 24
Single Room Rate Total
Average£0—£8 £9-£l5 £l6-£20 £21 & over
i % i i
Food 75 78 72 79 76
Beverage 25 22 28 21 24
Table 62 shows that of the revenue earned by the sample hotels from 
the evening meal* 76$ of the take is from food sales and 24$ from 
beverage sales. There is very little variance from the average amongst 
the groups however analysed. In no analysed group does beverage sales 
account for more than 28$ of the revenue earned from the evening meal 
or less than 21$.
The average spending power for beverages served with the meal caused 
problems for some managers9 as they pointed out money spent at the bar 
by customers prior to their eating could not be calculated yet such 
spending could be analysed as luncheon or dinner spending.
Only two participant hotels had larger luncheon average spending 
power than dinner average spending power, both were in the rural 
medium priced groups where businessmen lunched.
In Table 28 of Chapter III food and beverage sales are shown to 
produce 37$ and 20$ of the total hotel revenue. This represents 
food and beverage revenue at 57$; of which food is 65$ and beverage 
35$ of food and beverage revenue. The analysis of food and beverage 
revenue produced from the restaurant shows 7% is earned from food 
and 22$ is earned from beverages; the additional revenue from 
beverages is earned at the public bars and, assuming that the sample 
hotels have correctly allocated beverages, accounts for 9$ of the 
total hotel revenue; and 45$ of all hotel beverage sales.
Chapter IX
INFORMATION. FOR MANAGEMENT
"The management process may be analysed into three major functions - 
planning, organizing and controlling the activities of the 
organization.n*
Planning involves the preparation of annual budgets. These are compiled 
from the statistics relating to occupancy; average spending power; 
labour costs; other revenue costs; capital availability and capital 
to be spent. Operational statistics are absolutely essential to 
management planning.
Organizing - may be defined as uniting the whole unit in harmony. Operating 
statistics provide the right quantitative relationships in the business 
context. For example, room occupancy and number of covers allow for the 
organizing of the labour force. Operating statistics help management 
to achieve good organization through forward planning.
Controlling is assisted by operating statistics, in that the statistics 
help make the planned targets. The actual ratios achieved are then 
looked at and corrections in procedures can be made where necessary.
Any deviations from normative ratios can be isolated and explanations 
for the deviations found. In this way operating statistics assist 
management to control results.
Operating statistics produced by the accountant of an hotel supply 
management with the information necessary to fulfil these functions.
1 Glautier M W  E and Underdown B, Accounting Theory and Practice,
Pitman International Text, 1974/ P*4«
Since all business organizations are concerned with the satisficing 
of profits** this chapter looks at the statistics produced for 
management* the frequency of the calculation of the statistics* 
alongside the profits achieved by the sample hotels. An hotel’s 
time scale in calculating its ratios is felt to reflect the 
importance and attention paid to financial figures by management 
and departmental heads. The questionnaire requested managers to 
state the frequency with which they calculated various statistics.
Some managers provided additional information to that requested which 
was valuable. One manager of a seaside £11 single room rate* 
30-bedroomed hotel* stated that he never calculated any of the ..ratios. 
However he completed the questionnaire. Hence he must have completed 
the ”on request” column shown in Table 63 and subsequently. Three 
city and rural hotels and one seaside hotel stated that it was 
necessary to calculate' their occupancy figures daily* since they felt 
these formed the most crucial basis of their budget figures and needed 
to be deal with as soon as possible should they show any adverse trends. 
Some of the smaller hotels stated that they calculated the ratios at 
the time of doing their annual accounts only and compared them to 
previous years. One hotel stated that ratios were calculated quarterly 
when carrying out the stocktaking as it was felt that ratios should be 
calculated when trading figures were being produced. One rural hotel 
calculates all the ratios weekly and displays the results for staff to 
see; the staff share in net profits in addition to being paid basic 
salaries and it is felt that by being aware of the basis of calculating 
the profit more help is received in obtaining it.
Tables 63* 64 and 65 analyse the frequency with which the different 
categories of hotels calculate the accounting statistics. The
1 Hague D C* Pricing in Business. Unwin University Press 1971* p.50
percentages are taken for the most frequent number of times the 
calculations are made. That is to say that where an hotel calculates 
the statistics for gross profit percentage weekly, then the 
calculations are carried out monthly, it is the weekly frequency 
that is used.
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Percentage of units calculating ratios
Seaside ---------
City and urban ---------
Rural ------- - -
It appears that location has very little effect on the frequency of 
calculating ratios with more than 6Cff0 of all locations calculating 
their ratios monthly or more frequently.
Table 63 and Figure 31 show that 59% of city and urban hotels 
calculate their statistics weekly; and that 94% of this locational 
group calculate them at least monthly. However the seaside and rural 
hotels calculate them less frequently, with rural hotels having 38% 
calculating quarterly and less often. Of the total sample hotels 79% 
calculate their statistics at least monthly. Bed occupancy is the 
statistic most frequently calculated, by the sample hotels, with room 
occupancy, labour costs, and food and bar gross profits following 
closely behind. This would seem to show that managers are well aware 
of the importance of occupancy in relation to profit targets. Labour 
cost percentages, which account for 27%*of total revenue, must be 
carefully controlled and food and bar gross profits produce more than 
half of the gross profits.
The calculations are now analysed in Table 64 by the size of hotel 
and are plotted in Figure 30*
1 Chapter V, Table 31, p.63
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Table 64 shows that the greater number of hotels of all sizes 
calculated their statistics weekly and that of the largest hotels 
none calculated less frequently than monthly, with only a very few 
of the other groups calculated less frequently than quarterly,,
The smallest of the hotel groups has 67% of the group calculating 
their statistics at least monthly.
Figure 32: Frequency of calculation of statistics by size
of the hotel
Time
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From this figure it would seem that the larger hotels have a tendency 
to calculate their ratios more|requently, with the largest hotels 
calculating their ratios at least monthly, and only 67% of the smaller 
hotels calculating their ratios at monthly intervals.
The frequency of calculations are now analysed in Table 65 by the single 
room rate of hotel and plotted in figure 33*
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Table 65 shows that the cheaper hotels calculate their ratios 
less frequently than the other three price groups. Possibly due 
to the lower number of staff and the less attention paid to 
planning by the cheaper hotels. 8($ of the three more expensive 
groups of hotels calculate their ratios at least monthly.
Figure 33• Frequency of calculation of statistics by single
room rate of the hotel
Time
Scale
Rarely
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Quarterly
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Weekly
On
Request
HBjtB
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There is no particular relationship between the single room rate and 
the frequency of calculations. The cheaper hotels appear to calculate 
their ratios less frequently than the other groups in the sample.
To summarise Tables 63* 64 and 65 and Figures 30 and 31 the rural • 
hotels use the least number of ratios and when questioned about this 
stated that pressure of time prevented more being done in this area. One 
rural hotel owner expressed his doubts about the value of such ratios 
even if the time were available. He was in a minority.
From Table 63 it can be seen that few hotels calculate their 
statistics quarterly, and only the rural hotels use the annual 
frequency to any extent. Seaside hotels produce their statistics 
on request more than other locations, maybe due to the seasonal nature 
of their trade, departments will need to keep a closer eye on any • 
fluctuations, not having the full year to recover any downward trend.
Most hotels irrespective of their location calculate their gross profit 
percentages regularly.
Table 64 shows the calculation frequency of hotels analysed according 
to size. The smaller hotels calculate their statistics less often than 
the larger ones. The larger hotels provide their statistics on request 
with greater frequency than the smaller ones. Irrespective of size the 
majority of hotels calculate their statistics weekly and monthly.
Table 65 shows the calculations analysed by the price level of the hotel, 
and the pattern shows that few hotels calculate. quarterly but those that 
do are mainly middle priced hotels. Annual calculations are carried out 
more by the lower priced hotels, which also form the majority of those 
who rarely make the calculations. The more expensive hotels are likely to 
make their calculations weekly and monthly.
Statistics and operating ratios in order to be of use to management for 
planning purposes, must be calculated frequently, at least monthly. Table 66 
lists the ratios in order of popularity, weekly and monthly.
TABLE 66: Operating statistics calculated weekly and monthly
in order of popularity
Weekly total 
of sample hotels
Bed occupancy 
Room occupancy 
Total labour cost 
Labour departmental 
Restaurant occupancy 
Food gross profit 
Average spending power 
Average rate per guest 
Sales mix
Departmental profit 
Bar gross profit 
Average room rate
From this information it would seem that managers are well aware 
of the importance of occupancy within their hotels, as being the 
most influential factor in the revenue that they earn. Following 
this the need to keep control of labour costs is rated the most 
important ratio, this is true irrespective of location, size of hotel 
or pricing policy.
The hotels* frequency of calculating their ratios is now looked at 
alongside the net profit percentage being achieved by the hotels, 
grouped for location, size and single room rate. The percentage of 
frequency of calculations is the total percentage of hotels calculating 
their statistics at monthly, and less, intervals.
Monthly total 
of sample hotels
Room occupancy 
Bed occupancy 
Labour departmental ' 
Total labour cost 
Food gross profit 
Bar gross profit 
Restaurant occupancy 
Average spending power 
Sales mix
Average rate per guest 
Departmental profit 
Average room rate
TABLE 67: Net profits alongside frequency of calculations
Total Average
t  %
F of C NP
% % 
F of C NP
%■ % 
F of C NP
% %
F of C NP
0O
80 17
Location
Seaside City & Urban Rural
82 19 94 18 62 16
80 17
Number of bedrooms
10-49 50-99 100-150 151 & over
68 16 93 18 95 20 100 16
80 17
Single Room Rate
£0-£8 £9-£l5 £16—£20 | £21 & over
56 17 80 22 96 16 1 88 14
F of C = frequency of calculations 
NP = net profit
It would seem that although the frequency of calculating the ratio is 
not a direct contributory factor to the net profit percentage, it is 
indicative of a manager who is financially aware and from this point 
contributes to profitability. Many managers utilise statistics and 
calculate them regularly, in this way their budgets can be altered when 
required, and any variance from the expected performance can be traced, 
analysed and corrected^ this correction should help to produce the 
desired profit levels of the hotel.
Chapter X 
CONCLUSIONS
This research project has attempted to show the operating statistics 
used in the hotel industry, and the relationship between revenue 
earned and costs paid. By analysis it lias attempted to compare like 
with like.
Chapter I Introduction
Publications by management consultants, government departments, and 
academic sources were analysed to obtain the statistics that appeared 
necessary, in order to provide the information required by hotel 
managers, to assist them in making financial decisions. From this 
analysis a questionnaire was designed to obtain statistical 
information from a sample of hotels in order that a comparison could 
be made of the financial results of different groups of hotels*
From the literature read, and also from discussions with some hotel 
managers, it seemed that information regarding the operating statistics 
in the hotel industry would be of interest and assistance.
Chapter II Methodology
The 105 participant hotels were collected from sending the questionnaire 
to hotels in groups of one hundred at a time. It was sought to achieve 
a sample range that covered the three criteria most likely to affect 
an hotel’s financial achievements: the location of the hotel; the
size in terms of the number of bedrooms and the price level based on 
the single room rate. The sample hotels met these three criteria and 
compared favourably with the analysed hotel groups of Hotel Prospects 
1985* The questionnaires were satisfactorily completed by all the
hotels used for the sample, and some managers provided additional 
information to that requested. The questionnaire method of obtaining 
the required statistics appeared to be satisfactory.
Chapter III Analysis of Hotel Revenue
It was found that the average revenue per bedroom of the hotels in 
the sample is £7,308. The revenue earned by the hotels was affected 
by seasonality; the strength of the restaurant facilities; the 
single room rate; and the occupancy rates achieved. The revenue 
earned by the sample hotels was 39% from accommodation and 57% from 
food and beverage operations. The sales mix trend of the sample 
hotels was for the larger and more expensive the hotel, the greater 
the percentage of its revenue was earned from accommodation. There 
was also a definite relationship between the size of the hotel and 
the single room rate, with the larger units charging the higher single 
room rates.
Chapter IV Operating Costs
The average total operating costs of the sample hotels was 83% of 
turnover. There appeared to be no certain criteria which altered 
this figure, any variances that occurred did not follow a set pattern. 
Cost of sales accounted for 30% of turnover. There is a great 
variation within the sample of the cost of sales percentage, which is 
the result of the many different types of unit within the hotel 
industry, whose differing sales mix produce this variation. Occupancy 
costs and financial costs of the sample average 14% of the turnover, 
which appeared to be a well controlled cost, bearing in mind the 
accommodation and monetary needs of the industry. No single analysed
group appeared to have better control of costs than the other groups. 
Labour costs are in Chapter V.
Chapter V Labour Cost Analysis
The sample hotels showed that the average percentage of revenue used 
for employees1 wages was 26.55%. The percentage was higher for the 
more expensive hotels where the service would be expected to have a 
higher standard. It also tended to increase as the number of bedrooms 
increased, except for the largest hotels where a more efficient use 
appeared to be made of the labour force. The labour force of the 
sample hotels was made up from both full-time and part-time employees. 
The full-time employees represented 61% of the total labour force 
and earned an average of £2,060 per annum. The average earned by the 
part-time employees was £295* The cost of labour was used by the 
hotels in the accommodation area, food and beverage sales and for 
sundries. Food and beverage sales accounted for 57% of wages paid; 
accommodation sales in comparison only used 25% and sundries accounted 
for the remaining 18$. When these percentages were analysed alongside 
the sales mix of the sample hotels, it was found that bar sales had the 
lowest percentage of labour cost at 15%j accommodation sales 18.4% 
and food sales 31*6$; and that the small amount of revenue earned 
from sundries cost more in terms of wages paid than was earned by that 
area.
Chapter VI Profit Margins
Profit margins were analysed under two separate headings. Gross 
profit margins which are the profits achieved through trading only; 
not taking into account any running expenses; and net profit margins 
where all the running expenses have been taken into account. The 
analysis shows that gross profit percentages are greater for both 
food and beverages in the hotels with a higher single room rate than
those that are less expensive. The trend was not so clear when 
analysed by the size of the hotel, due to the influence of the 
restaurants in the smaller hotels. There was no great difference 
in the gross profits achieved by the hotels when analysed by 
location, however, the city and urban hotels were showing the highest 
average gross profit percentage, the highest returned gross profit 
percentage and the least lowest gross profit percentage for food sales. 
Beverage sales showed a fairly consistent gross profit when analysed 
by location. For both food and beverage gross profit percentages 
attained, the hotel’s pricing policy is an important factor, whereas 
the size of the hotel does not seem to have any significant effect 
on gross profit percentages. The average net profit percentages 
achieved by the sample hotels is 17%. A definite correlation between 
the net profit percentage achieved and the occupancy level was shown, 
and also a clear correlation between.the net profit percentage 
achieved and the percentage of accommodation sales mix materialised.
The effect of occupancy and sales mix on the net profit percentage 
of the hotel groups continued to be clear when the analysis was 
carried into smaller groupings. These two factors are of the utmost 
importance to hotel managers.
Chapter VII Occupancy
The Importance of occupancy on the financial results of an hotel were 
shown in the previous chapter, and further analysis showed no clear 
relation between the occupancy levels being achieved and the location, 
size and single room rate. It was thought, following discussion with 
some of the hotel managers, that the higher occupancy levels could be 
attributed to less easily defined factors, such as personality, 
position and atmosphere, as well as, in some cases, good marketing.
There is no doubt of the importance of attaining a good occupancy level.
The floor area occupied for income producing was also found to be
impor ant with the larger net profit percentages tending to be
attained by those hotels with the greater income producing floor 
areas.
Chapter VIII Food and Beverage Statistics
The revenue earned from this source by the sample hotels was 57*6% 
of the total revenue, and therefore could be considered to be an 
area of vital Importance to the financial success of the hotel. 
Throughout the sample hotels the restaurant capacity increased as 
the number of bedrooms increased, however, the occupancy of these 
seats decreased as the sales mix percentage for accommodation’increased. 
The average spending power at luncheon amounted to £4.66 and for 
dinner was £5.97• The higher average spending power tended to be earned
by the larger hotels with the higher single room rate. The average
spending power of the sample hotels from food and beverage was 
earned 78% from food and 2^  from beverages.
Chapter IX Information for Management
This was collected by the majority of the sample hotels at least 
monthly. If the frequent intervals at which statistics are calculated 
are an indication of the awareness of managers of their importance, 
then the sample hotel managers are well aware of the importance of 
occupancy, since this is the most frequently calculated statistic, 
and the previous chapters have shown this to be an important factor 
in the financial success of an hotel.
This thesis has attempted to show the ways in which hotels earn their 
revenue and the proportion of revenue utilised for costs. It has 
tried to show any relationships that are the results of the way in 
which the accounts are handled, and by analysis has attempted to 
compare like with like.
The hotel manager needs far more than ratio analysis and financial 
information in his job but accurate financial information is 
essential if good decisions are to be made and the survival of the 
hotel industry is dependent upon good decisions being made.
APPENDIX I
The questionnaire and accompanying letter
Department of Catering Management
Head: John O 'Connor, BSc, AIFST
JB/KB
Dear Sir/Madam,
* Operating Statistics in the Hotel Industry
I am engaged on a research project into Operating Statistics in the 
Hotel Industry. * . . .
The success of the project is dependent upon my receiving information 
from a cross-section of the Hotel Industry and I hope you will be 
able to co-operate by completing the enclosed questionnaire and 
returning it in the envelope provided.
The information received will be treated in strictest confidence 
and, to ensure anonymity, please do not show the name of your 
establishment on the questionnaire.
It is hoped to establish the statistics which are used throughout the 
industry, and to give hoteliers a point of reference by which they 
can judge the performance of their own establishments. Also for our 
purposes it will ensure that our students are being given up to date 
information.
Should you like a copy of the data once processed, please request this 
under a separate cover, stating that you have completed the questionnaire 
and are therefore a participating hotel.
Thank you for your help and co-operation which is greatly appreciated. 
Yours faithfully,
J. E. BEAUMONT (Mrs.) /j, C - A . 
Lecturer in Accounting
This is a confidential document, please do not show the name of your establishment
1* Establishment details 
Please state your:
Hotel location .
Number of bedrooms .
Management of Unit: Owner Manager
Single room rate per night, high season; with breakfast • .
Double room rate per night, high season: with breakfast . . .
s?asons ?perCentage do you vary durinS 5% Q  10% □  15% □  grve
percentage
Do you close down for the off s e a s o n ? ............................
without
without
others □
If so, for what period?  ....................
What is the accounting year on which the following information is based? * 397 /7
2. Total turnover  ....................... ............................ £ . .
Give particulars of your sales mix:
Accommodation . %
Food . %
Alcoholic Beverages
Cigarettes and Sundries .
3. Total operating costs ..........................
Split of costs: Food .................
Alcoholic Beverages . . .
Cigarettes and Sundries .
%
to
Labour costs (including management salaries) 
Occupancy costs:- Rent & Rates
Heat, Light & Power 
Repairs & Maintenance
Financial Costs:- Interest charges
Depreciation
Audit
Other Costs:- Advertising & Sales 
Promotion
Insurance
Laundry & Cleaning Matls.
Printing, Stationery & 
Telephone
Sundries
£
£
£
£
Labour Statistics
i) Number of staff employed full-time
ii) Number of staff employed part-time
iii) Total labour cost including management
salaries full-time
iv) Total labour costs per annum part-time
y) Split of labour costs: Accommodation
Restaurant & Kitchen 
Bars
Administration and 
other departments
Gross profit margin on:
F o o d ............ ..................
Alcoholic beverages . . . . . . . . . . .
Is the above food percentage before or after allowing for staff meals? . . . ,
If before} what allowance should be made? . . . . .  ..................
Occupancy Statistics Total
Average per annum High Low
* f % /
i) Average room rate a) with breakfast
(i.e. room salesNdivided by rooms] . b) without breakfast occupied /
ii) Average rate per guest (i.e. room sales 
divided by number of guests) . . . .
Season Off Season Total
iii) Average room occupancy
Average bed occupancy . . . .
iv) Estimated breakdown of floor areas:
Bedrooms: Guest
Staff
Reception 
Restaurant 
Kitchen & Stoves 
Bars & Cellars 
Public Rooms 
Other Areas
lOQffo
Restaurant Statistics 
i) Seating capacity
ii) Average seat occupancy throughout the year
iii) Average spending power:
Lunch
Food 
£ . £
Alcoholic
Beverages
• • •
Sundries 
£ • • •
Dinner £ . • £ • • • £ . • •
How often are the following calculated?
•Please tick:- On request Weekly. Monthly Quarterly Annually Rarely
i) Food Gross Profit % r  i n □ i 1 1 1
ii) Bar Gross Profit % r ~ i 1____1 t- i c i] O 1 1 1 I
iii) % Labour Costs - total □ L J □ H i 1 1 L J
iv) % Labour Costs - □ i I r~ i □ 1 i
1 i
L J  
! I
departmental 
v) Room Occupancy CHI □ n □
vi) Bed Occupancy □ L J ... J 1 i 1 1
vii) Restaurant Occupancy ! | r~.l 1 i i □ 1 1 ! 1
viii) Average Spending Power n !—  ] I i tH 1 i ! 1
ix) Average Rate for Guest □ r::;j l i ... i ! 1.
x) Average Room Rate . in »----1i__1 1 ! ii ! 1
xi) Sales Mix
r _ i 1 i □ 1__j ! 1
xii) Departmental Profits ru r - | 1 rn 1 1 ! 1
Thank you for your help and co-operation which is greatly appreciated.
JANET BEAUMONT ACA
APPENDIX II
Sections of the computer programme together 
with examples of the print-out and correlations
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Correlation of wages.paid to prices oharged by Hotels 
Correlation coefficient * 0.6110
Z(?) - 5-9862
correlation is significant at 0.5 level.
to
Correlation of wages paid to the location of the hotel 
T-Test m 2*356 significant difference in Rural mean 
T-Test « 7*249 " ” " Seaside mean
T-Test » 10.436 ” H H City and Urban mean
All of these show that there is a significance in the wages paid, 
dependent upon the size, price or location of the Hotel. In other 
words itidepends where you work, in the catering industry, how
i
much you are likely to be paid.
..
Correlation of wages paid to the size of hotel 
Correlation coefficient * 0..8632
Z(?) - 8.4578
correlation is significant at 0.5 level
APPENDIX III
Calculation of the 6Qff0 of costs which are fixed costs, as utilised 
in the graph on page 26*
The following figures are the result of consultation with three of the 
participating hotel managers.
Food, beverages, 
cigarettes
Labour
Occupancy and 
Financial Expenses
Advertising & Sales
Laundry, Cleaning, 
Insurance, Printing, 
Stationery, Telephone 
and Sundries
The managers felt that approximately 2$ of the variable food and beverage 
costs should be treated as fixed costs since a limited amount would have 
to be prepared even if there were no customers. They felt that only 1C$ 
of wages was a variable cost (and this figure was primarily part-time 
or casual employees), as the hotel had to be fully staffed at all times 
irrespective of the amount of trade. Of the total of 80.^ cost as a
A 8
percentage of sales 48% is fixed. Therefore ^  or 6C$ of total costs are 
fixed.
Total Cost as a Fixed Variable
Percentage of Sales Costs Costs
30.2 0.6 29.6
26.5 23.9 2.6
14.8 14.8
1.5 1.5
5.0 5.0
80.2 48.O 32.2
APPENDIX IV
Turnover per bedroom by price level
Total £0-£8 £9-£l5 £l6-£20 £21 & 
over
£ £ £ £ £
Seaside 6,245 6,122 7,207 6,151 4,5H
City & Urban 8,427 6,559 7,649 9,280 10,043
Rural 6,738 4,021 6,035 10,359 8,268
7,308 6,154 6,852 8,968 7,746
Turnover per bedroom by size
Total 10-49 50-99 100-151 151 &
over
£ £ £ £ £
Seaside 6,245 6,439 5,157 6,985 -
City & Urban 8,427 7,480 7,001 8,451 8,187
Rural 6,738 7,002 5,839 5,164 -
7,308 7,162 6,028 6,015 8,187
APPENDIX V
Analysis of the sales mix showing the high and low of each analysed group.
High % Low %
Total of sample hotels: Accommodation 86 12
Food 60 6
Beverages 47 5'
Cigarettes & Sundries 24 0
Price level: £0-£8 Accommodation 66 - 12
Food 60 20
Beverages 47 5
Cigarettes & Sundries 13 0
£9—£l 5 Accommo dation 81 17
Food 55 8
Beverages 39 10
Cigarettes & Sundries 24 0
£l6-£20 Accommodation . 49 22
Food 56 22
Beverages 28 10
Cigarettes & Sundries 14 0
£21 & over Accommodation 86 28
Food 46 6
Beverages 26 7
Cigarettes & Sundries 10 1
APPENDIX V Cont1 d
Location:
Size:
SSrfikft Low c/
Seaside Accommodation 86 12
Food 60 6
Beverages 47 8
Cigarettes & Sundries 12 0
City & Urban Accommodation 60 10
Food 47 23
Beverage s 39 . 10
Cigarettes & Sundries 14 0
Rural Accommodation 70 18
Food 56 20
Beverages 47 " 5
Cigarettes & Sundries 24 0
10-49 bedrooms Accommodation 86 12
Food 60 6
Beverages 47 5
Cigarettes & Sundries 24 0
50-99 bedrooms Accommo dation 52 27
Food 47 30
Beverages 30 10
Cigarettes & Sundries 12 0
100-150 bedrooms Accommodation 55 28
Food 43 22
Beverage s 27 10
Cigarettes & Sundries 14 0
151 & over bedrooms Accommodation 55 33
Food 42 23
Beverage s 21 10
Cigarettes & Sundries 14 0
OWNER MANAGED HOTELS TAKING, PART IN THE RESEARCH PROJECT
LOCATION NUMBER OF 
BEDROOMS
PRICE PER 
OVERNIGHT 
STAY
Seaside 10 
Urban & City 5 
Rural 12
0-49 20 
50-99 5 
100-150 2
£0-£8 9
£9-£l5 13 
£l6-£20 4 
£21 & over 1
TOTALs 27 27 27
BIBLIOGRAPHY
Airey D W & Chopping B J The labour market; in Kotas R, Managerial 
Economics for Hotel Operation,. Surrey University Press, 1980.
Batty J Management Accountancy, MacDonald & Evans, I98I.
Beavis J Report on the Inter-Hotel Comparisons, Surrey University 
Press, i960.
British Tourist Authority Publications English Hotel Occupancy Survey,
1975-
Fay C T, Rhoads R C & Rosenblatt R L Management Accounting for the 
Hospitality Service Industries, 1973*
Financial Times, 10 October I98O.
Freear J Financing Decisions in Business, Accountancy Age Books, 1973*
Glautier M W E & Under down B Accounting in a Changing Environment,
Pitman Publishing, 1974*
Glautier M W E & Underdown B Accounting Theory and Practice, Pitman 
Publishing, 1974*
Goldthorpe J H Attitudes and behaviour of ear assembly workers,
British Journal of Sociology, September 1966.
Greene, Belfield-Smith & Company Trends in Hotel Sales and Profits
1970-79. Harley Littre Associates Ltd, New Earnings Survey, HMSO, 1972.
Hague D C Pricing in Business, Unwin University Press, 1971*
Horngren C T Cost Accounting - A Managerial Emphasis, Prentice-Hall, 1970*
Horwath & Horwath United Kingdom Lodging Industry, Hatfield Press, 1979.
Horwath & Horwath' Worldwide Lodging Industry, Hatfield Press, 1979.
Horwath E & Toth L Hotel Accounting (4th edn, revised by Lesure V),
Ronald Press Publication, 1977.
International Association of Hospitality Accountants A Uniform System 
of Accounts for Hotels, Hotel Association of New York City Inc., 1976.
Johnson N Fringe Benefits in Hotels, Huddersfield Polytechnic, 1976.
Kotas R Management Accounting for Hotels and Restaurants, Surrey 
University Press, 1977.
Kotas R Market Orientation in the Hotel and Catering Industry, Surrey 
University Press, 1975.
Lipsey R An Introduction to Positive Economics, Wieldenford 
& Nicholson.
Medlik S Profile of the Hotel and Catering Industry, Heinemann, 1974.
Medlik S Profile of the Hotel and Catering Industry (2nd edn,
Airey D w), Heinemann 1979*
National Economic Development Council A Standard System of Hotel 
Accounting, HMSO, 1969.
National Economic Development Office Hotel Prospects 1985. '
HMSO, 1976.
Panne11 Kerr Forster Eurotrends Review Outlook in the Hotel and 
Tourism Industries, 1977•
Pannell Kerr Forster International Hotel Trends, 1977.
Pannell Kerr Forster Trends in London Hotels, 1979.
Pannell Kerr Forster UK Trends Review based on 1979 results- of 
operations, I98O.
Parker R H Understanding Company Financial Statements, Pelican 
Books, 1972.
Pickering J F, Greenwood J A & Hunt D The Small Firm in the Hotel 
and Catering Industry, Committee of Inquiry on Small Firms Research 
Report No 14, HMSO, 1971.
Rogers A Pricing in the Hotel Industry, University of Surrey,
MPhil Thesis, 1975.
Social Trends I98O, Central Statistics Office, HMSO, I98I.
Van Horne Fundamentals of Financial Management, Prentice-Hall, 1974.
Woodward J Technology and Organisation, Oxford University Press, 1970.
